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*..*The Bank publishes from time to time in this 
MONTHLY REVIEW signed articles by exponents of 
different theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


Germany: Why and How? 


By Dr. Paul Osthold 
(Editor of Der deutsche Volkswirt) 


“T see this written over every page: that the nations are 
renewed from the bottom, not from the top; that the genius 
which springs up from the ranks of unknown men is the 
genius which renews the youth and energy of the people.” 

—PRESIDENT WILSON. 


Oin of the numerous books which have recently appeared 





in Germany about Great Britain bears on its title page, 

as an indication of the trend of its contents, the dictum 
of Napoleon: Pourquoi et comment sont des questions si utiles, 
gu’on ne saurait trop se les faire. 

Why and How? For many a long decade now we have 
become accustomed that these two questions, in their most 
searching form, should inspire and indeed dominate all science 
and every technical evolution. In these spheres it 1s 
a commonplace that no sure fresh conclusions can be 
reached, no progress be promoted, until the why and the how 
of every problem and every object submitted for investigation 
and development have been satisfactorily answered. 

It is remarkable how difficult it is to adopt a similar 
procedure when the subject or problem involved concerns 
social relations between various groups and classes of any 
particular nation, or political relations between diverse 
nationalities. It is indeed manifest that political atmosphere, 
which results from the interplay of interests, of religious 
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beliefs, of impulses and vanities, is not at all favourable to 
the judicial principle of “‘ Why and How.” And yet who 
would deny that the future of all great peoples, and of the 
culture they represent, is dependent upon their learning 
mutually to understand one another? Understand, that is to 
say, not merely in the superficial sense of passing requirements 
of daily interests, but understand in the true sense of a profound 
comprehension of those factors which determine their spiritual 
convictions and their political constitution. 


It is a truly royal privilege to have the opportunity of 
co-operating in any efforts to lay the foundation, upon such 
a basis as this, of a happier future world ; and I shall account 
myself indeed fortunate if I can contribute here to a closer 
appreciation in Great Britain of the distinctive characteristics 
of German development, and thus modestly help in the forma- 
tion of a new, and an enduring, Anglo-German friendship. 

The starting-point of my observations is the comprehensive, 
conscientious and essentially friendly survey which, under the 
title of “‘ The Economic Outlook of Germany,”’ appeared from 
the pen of Alwyn Parker in the July issue of LLtoyps BANK 
Review. I offered some general comments thereon (since 
reproduced in translation in the August issue of the REVIEW) 
in the deutsche Volkswirt of July 23rd, 1937. Subsequent 
correspondence has revealed that my comments, though quite 
unintentionally, evoked a certain disappointment in Great 
Britain. In point of fact, however, Mr. Parker’s admiration 
for German qualities is fully equalled by my own attitude 
towards English attributes and my love for English literature ; 
our two countries, despite differing political traditions, are in 
many respects the joint custodians of a priceless heritage to 
which both have contributed; and, without reservation, 
I subscribe to his conclusion that real Anglo-German friendship 
would grow up into the summum bonum for the peace of the 
world. Such being the case I have readily acceded to the 
request that I should express myself more fully in an article 
in Ltoyps Bank REVIEW. 


Frankly I have been somewhat embarrassed in deciding 
how best to do justice to the invitation. It is obvious that 
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Mr. Parker undertook more than an account of the economic 
outlook of Germany. It is beyond doubt that he himself 
did not regard the portion of his survey dealing with the 
detail of the present economic situation as the most important, 
since on page 346 he gave busy readers the advice, if necessary, 
to skip pages 363 to 391 altogether. 

Assuredly nobody, desirous of appreciating those historical 
events which, since 1933, have brought Germany into the 
forefront of world-wide interest, will gain any insight into the 
real inwardness of the position from the mere perusal of 
a purely economic survey of the problems of the country, 
What matters is that Englishmen and Germans should not 
hesitate to tell each other quite openly when they are aware 
of profound differences which prevail between their respective 
outlooks on life. For it is, in the final analysis, such differences 
of outlook which produce differing forms and developments in 
political, social and economic institutions. 

Yet it would be more than idle and less than honest to 
confine ourselves to recording the mere existence of differing 
outlooks. We must go a step farther. We must be prepared 
to concede that the political and spiritual tendencies of 
a nation usually give expression to imperious needs and real 
necessities. No people undergoes the vicissitudes of its 
history or its fate merely from a concatenation of coincidences 
or an assemblage of accidents; both fate and history often 
result from the inexorable working of that law which is inborn 
in every race, and is also determined by pressure of the external 
political and geographical conditions whereunder a nation is 
compelled to live. It is the deeper implications of cause and 
effect such as these which we must probe by the queries of 
Why and How. For manifestly the relation between the vital 
needs of a nation and its characteristic ideas and institutions is, 
in the long run, a compelling and an inescapable relation ; and 
no nation can, for any length of time, safely abandon itself to 
ideas and institutions which would perforce damage its interests 
and weaken its power. Any people who pursued such a course 
would closely resemble an individual who had lost consciousness 
of his own individuality. Individuals of this type end, as is well 
known, in a lunatic asylum lest they should do harm to them- 
selves or to others. They lose all value for natural human 
association, and neither family, community, nor State can do 
anything with them. They have become unsocial and useless, 
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having lost all natural power of ordering their lives with 


stability. 
Here then lies the real problem for neighbouring peoples 


with one another: Why and How has some particular foreign 


modes of life, which are so markedly different from those 
prevailing at home ? During the War President Wilson in one of 
his speeches employed a good metaphor, which has an illus- 
trative value for us. He said: ‘* You know the story of the 
Irishman who, while digging a hole, was asked, ‘ Pat, what are 
you doing, digging a hole?’ And he replied, * No, sir, I am 
digging the dirt and leaving the hole.’* It was probably the 
same Irishman who, seen digging around the wall of a house, 
was asked, ‘ Pat, what are you doing?’ And he answered, 
‘ Faith, I am letting the dark out of the cellar.’”” Now, that’s 
exactly what we want to do—let the dark out of the cellar. 


This suggestion seems almost too simple to be genuine. 
And nevertheless, simple though it is, it is urgently necessary. 
For we must realise that we are at the beginning of a fresh 
evolution, wherein whole peoples are impelled by the sheer 
force of events to go their own way, and in the process are, 
so to speak, hectoring out of their neighbours some pretty 
thorough reflection as to what it all means and what the 
underlying causes can be. The World War ended an epoch, 
during which this need for thought was widely overlooked, 
because the infallibility of the Liberal idea was more or less 
generally accepted in most countries. 

Whilst in the strict spheres of art and culture the peoples 
of Europe have long recognised and appreciated their distinc- 
tive features and differing contributions, and indeed have 
mutually enriched one another, a corresponding movement of 
moral solidarity and comprehension in the region of politics has 
been lamentably and almost wholly absent. The entire period 
between the French Revolution and the outbreak of the World 
War was marked not only by conflicts of material interest 
between the Great Powers—and statesmen were, for the most 
part, concerned with the settlement of such conflicts—but 














* Woodrow Wilson : “ The New Freedom.” London. J.M. Dent & Sons, Ltd. 1916. 
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likewise by a fundamental difference of appreciation as to 
the value of individual rights and the functions and organisation 
of the State. The ideas of Freedom and State have, moreover, 
been the real focal points of the sharp conflict since 1914, 
both within the confines of individual countries and in the 
external relations of different countries; and, with the emer- 
gence of industrialism, problems of freedom and national 
economy have been the two driving forces that have given 
impetus to the manifold and conflicting social tendencies which 
have developed. 

It is a historical tragedy that Great Britain and Germany 
have, for all essential purposes, found themselves in this 
conflict of ideas upon opposite sides of a gaping chasm, without 
being able to bridge it betimes by any profound appreciation 
and recognition of the fundamentally different conditions of 
existence, and therefore of political constitution, which almost 
of necessity obtain in the two countries. Nor can I doubt 
that the friendly reader, who has had patience to follow me 
thus far, will do me the justice of admitting that I am correct 
when I make this affirmation: that, with the collapse of 
Democracy and the rise of National Socialism in Germany, 
the same old problem has again arisen between our two 
countries, and that this problem is really the same though 
differently costumed, for to-day the Englishman sees the 
Totalitarian State where formerly he used to come up against 
Autocracy, which, after all, was just as far from being congenial 
to him and fully as incomprehensible. 

It is from this problem, with its resultant and fundamental 
conflict of ideas, that the manifold utterances and publications, 
which characterise most English appreciations of the Totalitarian 
State, are often nourished and inspired. In truth a quarter 
of a century of bloody and agitated history, with all the sacrifice 
and tears which have befallen the nations involved in the World 
War and its aftermath, would have been in vain if the English 
nation were to see in this backswing of the pendulum nothing 
but the frustrating play of the contingent and the unforeseen. 
For let us make no mistake: ideological “ fronts” have 
almost a fatal tendency, sooner or later, to merge into the 
clash of armed forces. The question of peace or war is really 
determined and fought out in the mind. If the leading peoples 
of our Continent cannot solve the problem and adjust their 
relations, then assuredly the riders of the Apocalypse will 
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succeed in bringing forth their wild steeds from the stable, 
at whose portals we can sometimes hear the stamping of their 
impatient hoofs. 


How is it that in Germany the conceptions of Freedom 
and the State have gone different ways to what they have in 
England? How came it about that in England—frst after 
centuries of chequered progress—matters culminated in Repre- 
sentative Democracy, and in Germany—apart from the brief 
period from 1918 to 1932—otherwise ? 


Representative Democracy is characterised by the fact 
that a more or less comprehensive body of electors chooses 
a Parliament, which in turn forms a Government dependent 
upon the parliamentary majority. In England this system 
of government matured through a long process of 
historical evolution; on the Continent it burst through like 
a flash of lightning, after decades of gathering thunder 
clouds and intellectual sultriness, with the theory of the 
sovereignty of the people in the French Revolution. After 
long-drawn periods of indecision, accompanied by the most 
violent internal and external conflicts, the system was established 
and consolidated in France and elsewhere, both in Europe and 
beyond. 


How came it about that Germany, both during the period 
of the more or less loosely associated German Confederation 
and later on in the Empire of Bismarck, despite the intro- 
duction of certain democratic features, withstood the onward 
tush of this most popular of contemporary ideas ? 


The answer is perfectly simple: it is that Germany 
did not then, any more than she does now, offer the 
indispensable premises for a successful working of Repre- 
sentative Democracy. Every Democracy depends upon the 
formation, by means of free interchange of opinion, of 
a Political Executive strong enough, when vested with power, 
to prevail over all opposition, to act quickly and efficiently and 
with far-reaching decisions in the moment of danger, and of such 
universal moral domination that it is recognised and respected 
even by parties of the Opposition. Thus in every popularly 
elected Government, representing the highest political will, 
the interest of the community must outweigh all sectional 
interests and movements. So it was that Edmund Burke, 
in his impeachment of Warren Hastings, declared of the Lower 
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House in Great Britain: ‘* You have before you the Commons 
of Great Britain... and I believe . .. that the sun, in 
his beneficent progress round the world, does not behold a 
more glorious sight than that of men . . . united by the bond 
of a social and moral community.” 


When I come to reflect it seems to be incontestable that 
four presuppositions are essential for a workable Democracy : 


(1) Frontiers adequately secure from aggression. 


(2) An adequate constitutional unity embracing the whole 


country. 


(3) An adequate community of thought in all sections of 
the body politic. 


(4) An adequate equilibrium in social conditions. 


All the great nations of Europe, with the exception of 
Russia, have built up their constitutions in the light of these 
problems and the limitations they impose. Centralisation of 
government had to fight its way through everywhere ; every- 
where the national consciousness of the peoples was the result 
of hard-fought conflicts, whether of the mind, in religion, or 
in territorial urge and necessity. Everywhere in due course, 
with the irruption of industrialism, the social movement 
emerges and sectional interests seek to dictate to the State 
and to dominate the community. Everywhere this nefarious 
process spreads out its tentacles in a more or less close associa- 
tion with foreign political forces and their malign inspiration. 


And here it is that we are confronted with the first and 
the foremost factor which has gone to influence the peculiar 
and distinctive development of Germany—the wholly 
incomparable and continual threat of foreign subterranean 
influence and of external aggression. Look at every continent 
of the world, look at every country of every continent, and 
nowhere will you find a great country exposed to such 
unparalleled and constant pressure on all its marches. “‘Would,” 
exclaimed a Minister of the Crown when addressing the House 
of Commons about Germany in 1717, “ would that gentlemen 
would cast their eye upon the map.” 


Alwyn Parker was so friendly as to recall in his article 
the cauchemar des coalitions whereunder Bismarck laboured 
in care-worn and sleepless nights. This cauchemar des 
coalitions has ever been, at all and every time, the nightly 
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and insistent visitor of every responsible German statesman, 
and frankly it reveals no marked historical perception to 
attribute the fact to a sort of German psychosis rather than 
to the hard realities of Germany’s geographical situation. 
I would impress this overriding consideration upon the close 
attention of my understanding and indulgent English reader. 
In the evolution of German conceptions of the relationship 
between State and individual, and individual and State, the 
most important factor has been, and remains, the incomparably 
dangerous geographical situation of Germany. 


In this respect Germany is, from the point of view of 
historical evolution, the direct antipodes of Great Britain 
which, since the time of William the Conqueror, has experienced 
no invasion. In Germany, on the other hand, all down the 
ages it has been proved that every division amongst the peoples 
of the Empire, every internal upheaval, has led to foreign 
aggression and hostile incursions. The struggles across the 
centuries against a strong Imperial Government always took 
place under the banner of Freedom, whether it was in the name 
of Freedom of the Estates, the Princes or the Municipalities, or 
in the name of Freedom of the Individual, as in the struggle of 
incipient Liberalism against absolute Prussia, or in the name 
of Social Freedom at a later date. This latter movement it 
was that in the extreme German form of Marxism, foreign to 
all true German genius and tradition, sought for many a 
decade before the World War to undermine, by calumny and 
detraction, the foundations of the German State as laid by 
Bismarck ; this it was which finally, in collusion with the foreign 
foe, achieved the ruin of the State on November gth, 1918. 


The evolution of English freedom is the basis of the 
incomparable moral and political power which has been 
represented by Great Britain for centuries. With the struggle 
for the formation of German freedom only grievous memories 
are bound up, simply because the hard and inexorable law 
of Germany’s geographical situation has raised, not freedom, 
but discipline and subordination and a strong sense of duty 
towards the community as organised in the State, to be the 
essential virtues and requisites of all German life and indeed 
existence. 


_ It is the Swiss poet, Conrad Ferdinand Meyer, who, in 
his great poem, Huttens letzte Tage, has appraised this conflict 
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between the ill-starred German movements for freedom and 


the Imperial Power in the following words of reproach : 
» Nichtsnutzig eine Freiheit, die vergisst, 
was sie der Reichesehre schuldig ist. 
Nichtsnutzig eine deutsche Libertat, 
die prahlerisch in Feindeslager steht. 
Geduld! Es kommt der Tag, da wird gespannt 
ein einig Zelt ob allem deutschen Land. 


Geduld! was langsam reift, das altert spat ! 
wann andere welken, werden wir ein Staat. “ 


For an Anglo-German understanding, the main need is 
that the English people should understand this impelling need 
of German historical evolution, and that it should realise 
what, in the course of 700 years, the Empire has irredeemably 
lost in population and territory. For the German Empire has 
not, like England, been able to carry to completion the various 
phases of unification shielded by the bulwark of a “ salt-water 
girdle,” such as Shakespeare in ‘‘ Cymbeline’’ extols :-— 

“ The natural bravery of your isle, which stands 
As Neptune’s park, ribbed and paled in 
With rocks unscaleable and roaring waters, 


With sands that will not bear your enemies’ boats, 
But suck them up to the topmast . . . .” 


It was the need for the formation of a sufficiently strong and 
virile Central Power that allowed Prussia to accomplish her 
political mission. Originally but a State small in territorial area, 
situated in the North-East and devoid of any significance for 
the Empire, Prussia became the dominant Power in Germany 
because, in perpetual struggle with the sterility of the soil 
and with opponents on her own borders, her people acted 
as a sort of corrective for the purer Germanism represented 
by the Germans of the West and the South. This they did 
by means of discipline, of subordination, and of a sense of 
duty towards King, State and community. 

It is, indeed, just in the misguided and wrong-headed 
depreciation of Prussia, of her essential qualities and distinctive 
features, of her whole intellectual and spiritual outlook, and 
of her great men, that public opinion in Great Britain goes so 
lamentably astray in summing up Germany’s historical 
evolution. 

The appraisal of Frederick the Great may, in this matter, 
be regarded as typical. Within the framework of the 
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policy of the elder Pitt, it was he who played so decisive a 
role in the conflict of England with France for the domination 
of North America and India. It was he at the same time who 
raised Prussia to the level of a Great Power, and endowed her 
with the most costly treasures in her history of achievement 
and tradition. Two eminent writers of British birth have 
concerned themselves with him, Macaulay and Carlyle— 
Carlyle whom Ruskin described as the greatest British thinker. 
For Macaulay, Frederick the Great was a mistrustful and 
malevolent tyrant. For Carlyle, he was the one and only 
hero. The British people have unfortunately sided for the 
most part with Macaulay, not so much perhaps in respect of the 
personality of the Great King, as in regard to the political and 
cultural mission of Prussia in German history. During the 
time I was a prisoner of war in England—was it in 1917 or 
in 1918?—an English propaganda leaflet, translated into 
German, was distributed to us German officers. It was sought 
to make us believe that once upon a time, in the period of 
Goethe and Beethoven, the German people were famed, 
beloved, and appreciated in the whole world as the race of 
poets and philosophers. It was only, such was the imputation, 
since Prussian militarism had come to dominate Germany 
that she had drawn upon herself the enmity of the world, which 
found expression in the coalition of the thirty countries with 
whom the German musketeer had to fight it out. I hope to 
give umbrage to no one when I confess that we consigned this 
leaflet with contempt to the flames.* 

How could the German youth, who fought out the 
hundred battles of the World War, betray the genius of Prussia, 
which sprang into the breach when Napoleon I annihilated 
the old Empire; Prussia whose moral strength, united with the 
old valour of the British soldier, triumphed at Belle Alliance, 
when we both brought the victor of the world to his knees? 
How could we dissociate ourselves from Prussia, which, under 
the leadership of Bismarck, restored the lost Empire? Prussia 
was indeed martial, but not eager for war. 

_ One must read and ponder the speeches of Bismarck 
in order to hear the true tone of Prussia’s trumpet call, but of one 
thing we may be assured: Europe, in all her history, has 
enjoyed no more constructive or happier period than during 


* It evidently was a translation of an article which appeared in The Round Table in 
the Autumn of 1914.—Editor, Ltoyps Bank ReviEw. 
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the time when Germany, under Prussia’s leadership, recovered 
her unity and held the place to which she had a just claim, 





The militarisation of Germany before the World War was an | 


optical delusion of those persons who could not contemplate 
Germany without blinding prejudice. In the year 1913 the 
whole strength of the Army was 1-15 per cent. of the popula- 
tion as against 2-1 per cent. in France; and in actual figures, 
including officers, it was 750,000 against 852,000 in France 
and 1,380,000 in Russia in summer and 1,800,000 in winter.* 


The reputedly militarised Germany had only about half the | 
military forces of these two Powers. For our lack of militarism | 


we had, alas, bitterly to pay. 


And even the contingency of war was not envisaged in 
Germany otherwise than it was in every other country, namely 
as an important, and in the event of its outbreak a serious, 
obligation of national self-assertion. The widespread attempts 
to deduce, from the writings of German soldiers and military 
writers, some peculiar devotion to war are misconceived, and 
even Alwyn Parker, on pages 353 and 354 of his article, comes 
near to this danger zone of misunderstanding and inaccuracy. 
Any reference to history proves the opposite of this erroneous 
belief. It is, of course, self-evident that the German people are, 
in their peculiar position, the very last who can abandon them- 
selves to unconditional pacifism unless they are prepared to be 
submerged. Nothing, after all, is more natural than that a 
people who, from century to century, has seen its very existence 
endangered, should ponder seriously the phenomenon of 
war, which has played so decisive a rdéle in its history. To 
recognise war as a feature of history, and to wish for war, 
are, however, two radically different things. 


Nor will it be denied that even in Great Britain “ the net 
purport and upshot of war” is not always conceived in the 
humoristic and rather sarcastic sense of Carlyle’s description 
in Sartor Resartus, where the case of the thirty redcoats from 
the English village of Dumdrudge is introduced to explain 
their subsequent heroic deaths in Spain as follows: “ How 
then? Simpleton! their governors had fallen out; and, 
instead of shooting one another, had the cunning to make 
these poor blockheads shoot.” f 





* Der Weltkrieg, bearbeitet im Reichsarchiv. I. Band. Berlin. Mittler und Sohn. 1950. 
t Thomas Carlyle. Oxford Edition, 1913. Sartor Resartus, p. 126. 
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And in Great Britain also there is, after all, another and 
a deeper conception of war, which is not essentially different 
from what from time to time has been written and said about 
war in Germany. Major-General J. C. Fuller says :-— 

“In the whole course of history war has never been anything else 
than forceful language ; for in time of peace war is conducted by means 
of words which are based upon ideas, and in time of war by means of 
ideas which are expressed by force of arms. The essence of the problem 
remains the same; it is the attendant circumstances which change.” 

It would be no difficult matter to collect a whole series 
of such and similar appreciations of war from English sources, 
without the reproach being justified that the British people 
are bent upon war and easily induced to embark upon it. 
Indeed, just at the present time we are learning that it is 
far better to contemplate war, with all its heroic and all its 
lamentable features, as an element of history which has 
hitherto proved ineradicable, rather than that we should only 
regard it from the aspect of abolition-of-war programmes, 
which no nation, not even the British nation, has up to now 
been able to carryout. Such being the case, it was not justifiable, 
and not very dignified, to seek to contrast the military power of 
the Empire of Bismarck with the cultural wealth of German 
inspiration. 

There is a penetrating saying of the relation between 
war and civilisation :— 

“ We talk of peace and learning, and of peace and plenty, and of 
peace and civilisation ; but I found that those were not the words which 
the Muse of History coupled together: that, on her lips, the words 
were—peace and sensuality, peace and selfishness, peace and corruption, 
peace and death. I found, in brief, that all great nations learned their 
truth of word, and strength of thought, in war; that they were nourished 
in war, and wasted by peace; taught by war, and deceived by peace ; 
trained by war, and betrayed by peace—in a word, that they were born 
in war and expired in peace.”’ * 

But the man who wrote this was neither Moltke, nor 
Bernhardi, nor Treitschke, but John Ruskin, who, judged 
by his writings, was apparently one of the most peace-loving 
men on earth, 


I would here once again allude to the four preliminary 
conditions for the creation of a workable Representative 





* John Ruskin: “ Political Economy of Art.” London. Macmillan & Co. 1912. p. 349. 
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} 


Democracy. I have summed them up as security of frontiers, 


constitutional unity of national territory, community of outlook 


in all sections of the nation, and a social equilibrium, | 


At first sight it might seem that in the Empire as 
founded under Bismarck these four factors were present 
in a sufficient degree. It is indeed possible that if Germany 


had enjoyed peace for a few decades longer she would | 


gradually have changed from her existing Constitutional 


' 


Monarchy to a real Parliamentary form of government. The / 


military protection of the frontiers was assured. Serious | 


friction threatening the character of the Empire as a Con- | 


federation of States had not arisen. According to the accepted | 


standards of pre-war economic conditions, the material 


state of the nation and its social formation were healthy, 


Political differences of opinion were not so marked as to | 
endanger the unity of the Empire—with one exception, but an 
exception of vital importance. 

That exception was represented by Social Democracy. 
Bismarck had proclaimed: “ Make no mistake in thinking 
that we are engaged with Social Democracy in reasoned debate, , 
as with any national party; Social Democracy lives in a state of 
war against us.”” The programme then advocated by the Social 
Democrats was pure and unadulterated Marxism; they stood 
in sharpest opposition to all that had made Prussia, and later on 
Germany, great. They were Republican, Pacifist, International, 
Communist. These tendencies were not merely elements of a 
theoretical programme, to be drawn upon, as opportunity 


arose, to ease the hardships of every-day life. They were the | 


fundamental conditions to be imposed ruthlessly and 
unconditionally upon the whole nation, and they led to 


ingrained, unqualified and purely negative opposition by . 


Social Democrats, and by the trade unions they dominated, 
to the State as created by Bismarck. 

Here lies, then, the deeper cause why, in Prussia, the 
backbone of Bismarck’s Empire, it never came to the abolition 
of voting by Estates, which had been introduced as early as 


1850 as a protection against extremist tendencies. We can | 


almost describe the situation before the war in Germany 
to this extent as paradoxical, inasmuch as the particular party 
which advocated most recklessly the democratisation of 
Germany—avowedly but as a preliminary for later communistic 
socialisation—did more than any other party to prevent its 
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realisation. In view of the fact that before the War Germany 
set the world standard for modern social legislation, foreigners 
may have some difficulty in understanding this irreconcilable 
radicalism of the Social Democrats. Indeed, Germans them- 
selves were at a loss to understand it. 

In May, 1904, Gustav Schmoller, as scientific leader of the 
Historical School of National Economy, dealt with the matter 
in the Prussian Upper House. In his view, the world had 
undergone a technical and industrial revolution such as 
humanity had not experienced in thousands of years. It was, 
therefore, no cause for wonder that some conflict and friction 
had arisen everywhere in regard to the new distribution of 
wealth, the complete transformation of constitutional rights, 
the settlement of wages and conditions of work, the right of 
combination and trade unions; nor was there reason to be 
surprised that such friction had resulted in Utopian and 
misguided demands. Then he continued :— 

“ But all these new developments, which have been common to 
every country, do not go to explain why the working classes of Germany 
have become the most radical of all working classes. It is a remarkable 
fact, which is not easily to be fathomed, and it is very deplorable, that 
the greater portion of our industrial workmen have passed under the 
leadership and domination of an organisation which is thoroughly 
revolutionary, more uncompromising than are the leaders of the working 
classes in any other country in the world, more radically opposed to 
the whole order of State and society as at present constituted.” 


* * * 


Let us pass over the tragic and terrible chapter of the 
World War. It witnessed the British and German peoples 
as opponents for the first time in their history. It ended with 
the loss of the War by Germany, and she became a Parlia- 
mentary Republic. 

If we now ask ourselves which of the four essential 
preliminaries for a workable Democracy were present, the 
answer is: None. Security of the frontiers had dis- 
appeared with the dispersal of the German Army. The 
Poles invaded Upper Silesia, the French the Ruhr, the 
Lithuanians the Territory of Memel. The mantle of Germany, 
crucified at Versailles, seemed cheap enough. An adequate 
constitutional unity of Imperial Territory, such as had prevailed 
under the Empire of Bismarck, likewise disappeared. The 
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States of the Empire, whose Governments all passed under 
parliamentary control, became too involved in the conflict of 
parties. Disputes of the Empire with Bavaria and Prussia—the 
last-named a citadel of Social Democracy, the first a stronghold 
of political Catholicism—continued, according to the changing 
political constellation, until January 30th, 1933. 

As to an adequate community of outlook in all sections 
of the body politic, this was indeed lacking. The strain and 
sacrifices of the World War, the misfortune of the defeat, the 
shame of the revolution and the misery of the post-war years, 
depressed by the burden of reparations—all this had opened 
and widened the rifts between Nationalists and Inter- 
nationalists, Liberals and Socialists, Traditionalists and 
Revolutionaries, Conservative Protestants and the oppor- 
tunist section of Political Catholicism, the Centre Party. 

Maybe with the lapse of years all these conflicts would 
have been softened or composed. But that was not humanly 
possible, because Germany was depressed beyond measure, 
first by the sufferings of the World War and then by her 
humiliation to the dust in the Treaty of Versailles, which 








— — 


deprived her of her Colonies, detached important and fertile * 


portions of her territory, confiscated her foreign investments, 
sequestrated her merchant shipping, and burdened her with 
the terrible load of reparations. 

John Stuart Mill, in his Political Economy, writes :— 

“ This perpetual consumption and reproduction of capital affords 
the explanation of what has so often excited wonder, the great rapidity 
with which countries recover from a state of devastation ; the disappear- 
ance, in a short time, of all traces of the mischiefs done by earthquakes, 
floods, hurricanes and the ravages of war. An enemy lays waste a 
country by fire and sword, and destroys or carries away nearly all the 
moveable wealth existing in it: all the inhabitants are ruined, and yet, 
in a few years after, everything is much as it was before.” 

I believe that to-day there is almost universal agreement 
that, if we have not experienced a disappearance of the ravages 
of war since 1918, the primary blame is due to the fundamental 
mistakes made at Versailles. 

The Treaty of Versailles perpetuated the deep disturbances 
which the World War had occasioned in economic relations 
between the various countries. The period of international 
loans between 1924 and 1930 merely cloaked the real state of 
affairs. After running its natural course the true economic 
position revealed and then reasserted itself with the severity 
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that, since 1931, we have all learnt to appraise if not to 
appreciate. 


Let us now, in pursuit of our enquiry, try to determine 
what have been the reactions upon the social and economic 
structure of the German nation of these post-war conditions. 
We shall see how far they are, or are not, compatible with the 
needs of a workable Democracy. With this end in view let us 
contrast the trend of incomes in Germany before and after the 
War with the corresponding trend in Great Britain. 


GERMAN NATIONAL INCOME 
(In Million Rm. Purchasing power of 1928) 


1913 1926 1929 1932 1934 
Land and Forests... ... 8,600 6,262 5,405 4,853 6,414 
Trade and Industry ... ... 14,000 11,617 11,592 7,547 8,643 
Wages and Salaries ... ... $1,400 37,403 42,401 32,341 36,957 
Investments ... men ... 8,700 1,679 3,215 2,891 2,914 
Rents and Leases. ... ... 1,300 685 858 1,006 1,027 
Annuities and Pensions x oe 7,646 9,050 11,675 9,892 

In Percentages of National Income. 

Land and Forests... ae > 9-3 7-2 8-5 9-8 
Trade and Industry ... ~ aoe 17-3 15-5 13-2 13-1 
Wages and Salaries ... . §«=6BS 55-5 56-7 56-8 56-2 
Investments ais ame 12-5 2°5 4-3 5:1 4-4 
Rents and Leases... a 2-0 1-0 1-1 1-8 1-6 
Annuities and Pensions 3-0 11-4 12-1 20-5 15-1 


I must confine myself to a summary survey of the important 
and far-reaching changes in the whole economic and social 
structure of the German people, as disclosed by these statistics 
concerning sources of income. 


If we regard the income from investments, land and forests, 
leases and rents, as income from capital, then we see that 
Germany has been greatly impoverished. My friendly reader 
will derive the clearest insight from a study of the percentage 
table. In addition to the drop in income from capital there 
is the fall in the return from trade and industry, accompanied 
by a sharp rise in the income from wages and salaries and from 
annuities and pensions; and it should be steadily born in 
mind that the various percentages relate to the total national 
income. The increases in income from wages and salaries and 
from annuities and pensions represent no per capita increase, 
as can be seen from the fact that, in consequence of the 











690 


impoverishment of the nation, the proportion of individuals 
who must earn their living or put up with a slender 
annuity has grown very considerably. In the heavy increase 
of annuities and pensions we see the provision made 
to cover losses which followed upon inflation, for the wounded 
and War widows and orphans, and for social services, more 
especially the unemployed. In 1913 the income from wages 
and salaries, and from annuities and pensions, represented 
48-3 per cent. of the total national income; in 1932 it had 
risen to 77°3 per cent. Here lies the whole social tragedy of 
the German nation. The vast majority of the nation has become 
dependent, indigent, and immeasurably susceptible to the 
hardships and chances involved in the struggle for life. 

The extension of this process is fully apparent from the 
following synopsis :— 


CHANGES IN THE POPULATION STATISTICS OF GERMANY BETWEEN 1907 anp 1925 
(Area of 1925) 


Increase in Total Population oes ese 13-5 per cent. = 100 

Increase in Earning Classes ... “0 _ 21-4 per cent. = 158-5 
Increase in Persons of Independent Means 6-9 per cent. = 51-1 
Increase in Dependent Persons _ pee 24-2 per cent. = 179-2 


Increase in Persons living mainly on An- 
nuities, Pensions and Public Assistance 20-0 per cent = 148-0 


From these statistics it will be seen that the increase in the 
number of persons earning their living has exceeded the 
increase in the total population by 58-5 per cent. This simply 
means that post-war poverty has driven countless persons, 
who previously would not have contemplated such a course, 
to earn their daily bread. And from the sociological aspect 
it is significant that the majority of these people are employed 
in positions where they are dependent upon others. 

The increase in persons of independent means is 48°9 
per cent. below the increase in total population, whilst the 
increase in the number of dependent persons is 79-2 per cent. 
above the increase in total population; and the increase in 
the number of persons living mainly on annuities, pensions, 
and public assistance is likewise above the increase in total 
population to the extent of some 48 per cent. In consequence 
of this trend the per capita income of the country has fallen. 

In German statistics we have the conception of income 
for each fully efficient human unit. This is, so to speak, an 
abstract standard of measurement, which differentiates according 
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to the aggregate influence of all the different age categories in 
the population. We thus are able to approximate to a juster 
estimate of the average per capita income. Let us designate 
it “the per capita efficiency income.” The trend of such 
incomes in Germany has been as follows :— 


RM. PURCHASING POWER OF 1928 


1913: 1,505 = 100 1928: 1,453 = 96 1931: 1,206 = 80 
1926: 1,318 = 88 1929: 1,431 = 95 1932: 1,067 = 71 
1927: 1413 = 94 1930: 1,366 = 91 1933: 1,111 = 74 


It is apparent that in no post-war period has the German 
people regained the average income level of 1913. We shall 
presently see in what a marked degree this fundamental social 
phenomenon has modified and intensified the functions of 
the State in regard to economic conditions of existence. 


In the first place, however, I would bring before my indul- 
gent reader the corresponding trend of incomes in Great Britain 
for purposes of comparison. I shall do this upon the basis of 
the work by Colin Clark, M.A., entitled National Income and 
Outlay and published in London by Macmillan and Co. in 1937. 


NATIONAL INCOME IN GREAT BRITAIN 
(Less Government Income) 
(in Millions Sterling) 


1911 1924 1929 1932 1935 
Wages , ms , 728 1,399 1,486 1,333 1,520 
Salaries om vie 288 841 944 890 937 
Profits and Dividends : 623 834 821 590 949 
Rents . ne : 203 246 302 325 339 

Percentages of National Income 

Wages ; a ' 39-5 42-1 41-8 42-5 40-5 
Salaries nee - : 15-6 25-4 26-6 28-3 25-0 
Profits and Dividends 33-8 25-1 23-1 18-8 25°4 
Rents ie. ah 1l-1 7-4 8-5 10-4 9-1* 


* See page 94 of “ National Income and Outlay.” 


What deductions may we make from these figures? First 
of all that the percentage of wages to total income has remained 
virtually stable. The percentage of salaries, in accordance with 
world trends and the greater security of tenure which now 
prevails, has increased; whereas the percentage of income 
from profits and dividends and house property has slightly 
decreased, without in any way revealing the sharp fall which 
has supervened in Germany. 
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Mr. Clark pictures the social evolution in Great Britain 
since 1911 as showing that the middle classes have doubled 
in number and that persons of elevated incomes have increased 
by 50 per cent. He maintains that the proportion of 
the total income which these two classes now receive is almost 
identical with that they had in the pre-war period. Apart from 
public income, he says that in 1929 the same conditions pre- 
vailed as in 1911, and that 10 per cent. of the national income 
went to plutocrats, 35 per cent. to the well-to-do and the middle 
classes, and 55 per cent. to the rest of the population. The work- 
ing classes and lower-paid employees have, it is true, received 
no larger proportion of the total income, but they have 100 
per cent. better chance to climb into the ranks of the middle 
classes, and the latter have a 50 per cent. better chance to 
become plutocrats. He concludes that “ many of the most 
striking features of present-day social and political life are 
probably due to this economic cause.” 


Now this last pronouncement can, mutatis mutandis, be 
applied, not only with probability but with certainty, to 
Germany. If the population of a country is suffering from crisis 
the inevitable consequence is greater activity on the part of the 
State, in the effort either to overcome the crisis or to assuage its 
severity. I hope that from my earlier remarks it has become 
clear that the individual German, mainly owing to the tradi- 
tional educational influence of Prussia, takes in principle a 
more positive attitude towards the functions of the State, even 
when it assumes the leadership in economic and social matters, 
than does, say, the average Englishman. John Stuart Mill, in 
his Essay on Freedom, has this to say about English 
conditions :— 


“ The majority have not yet learnt to feel the power of the Govern- 
ment their power, or its opinions their opinions. When they do so, 
individual liberty will probably be as much exposed to invasion from 
the Government, as it already is from public opinion.” 


This predisposition towards a stronger governmental inter- 
vention for the regulation of economic and social conditions 
always has been psychologically present in Germany. And 
after the War two further factors arose to extend the radius of 
State Intervention: first the essential need, by means of State 
action, to reintroduce order in the whole structure of the 
German people, which had been thrown into chaos by the War, 
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by the resultant losses of territory and capital, and by the 
destruction of our foreign trade ; and, secondly, the programme 
of the Social Democrats, who had become the most important 
Government party and hoped, by a complete metamorphosis in 
economic conditions, to realise socialism. These circumstances 
led to what has been scientifically denominated State 
Intervention. This movement has not indeed been confined 
to Germany. In the United States we have witnessed the 
New Deal. In Great Britain there has been progressive 
Government regulation and co-ordination in industry and 
agriculture. Yet nowhere, apart from Russia, has the movement 
been so widespread as in Germany. 

As it is not possible for me, within the narrow limits of 
this survey, to describe the whole range and import of State 
Intervention in Germany, I would propose to give here only 
some illustrative figures. The financial requirements of the 
Empire, of the Confederate States, of local government and 
social insurance amounted in the year 1913 to 19 per cent. of the 
national income (Rm. 8-5 milliards); in the financial year of 
1928/29—without the cost of the pre-war Army—it had risen to 
35 per cent. (Rm. 26-5 milliards). For purposes of comparison, 
and basing myself upon the authority of Mr. Clark, at present 
23 per cent. of the national income of Great Britain is absorbed 
by taxation in the form of rates and taxes, both direct and 
indirect. 

Now it can be realised what this high degree of State 
Intervention in Germany signifies; and in the figures quoted 
I have made no mention of public services such as railways, 
gas, electricity, trams, etc., which, together with the financial 
requirements already mentioned, represent more than half 
the total national income. 

_ _ The degree of State expenditure may be taken as a direct 
indication of the critical economic situation, and fluctuations 
in the economic situation led directly to drastic changes in the 
tange of activity of the State. In other words, the fate of the 
State and that of public economic conditions were intimately 
bound up together even in Republican Germany. There was 
indeed absolutely no method, except that of the encouragement 
of private initiative through State Intervention, to rescue 
Germany from the severe economic and social crisis which 
prevailed, although veiled over, even before 1930, and 
thereafter assumed notoriously dangerous dimensions. 
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In order that such an economic policy should succeed 
political action was literally indispensable. It is surely clear as 
can be that when national economic conditions are on the verge 
of a precipice they can only be saved from disaster if labour 
disputes are ruled out. It is, I submit, equally clear that a State 
which distributes more than 20 per cent. of the national income 
to annuitants and unemployed, without any return, cannot 
tolerate gratuitous disturbances in economic conditions. Even 
in 1932, from the social-economic standpoint wherewith I am 
now primarily concerned, it was a matter of life and death for 
Germany to abandon all disputes, whether of political parties 
or concerning labour conditions, and to attain to unity of 
policy for State, people, and national economy. Any other 
alternative must perforce, in prevailing conditions, have 
resulted in anarchy. 

* - 7 


Such being the case, National-Socialism only adopted 
decisions forced upon it by what had gone before owing to no 
fault of the party, and every German with insight admits that 
those decisions were inevitable. Under Dr. Briining Democracy 
had already left the rails and rendered itself impotent. Even 
he had only been able to cope with his emergency 
regulations by having recourse to article 48 of the Weimar 
Constitution, and to shield himself he had in growing despera- 
tion to seek subsequently for majorities in the Reichstag. The 
general election of July, 1932, deprived Representative Demo- 
cracy of all power of functioning properly. In July, 1932, 
57°6 per cent. of the votes recorded were in favour of the 
uncompromising opponents of Democracy both at home and 
in its foreign policy, to wit, 37-4 for National Socialists, 14-3 for 
Communists, and 5-9 for German Nationals. The two parties, 
the Centre and the Social Democrats, which adhered from con- 
viction to the Weimar Republic—the Centre Party not without 
many misgivings and internal dissensions—received only 33:6 
per cent. of the votes. The essential conditions for the working 
of Representative Democracy no longer existed; unity of 
thought, of action, and of aim were lacking. 

The English reader, who regards the trend of events in 
Germany with informed irsight, will thus have some impression 
of what truly fundamental caus*s led to the collapse of 
Democracy and to the advent of National-Socialism. He will, 
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as I hope, realise that conceptions of liberty as they prevail 
in Great Britain are not compatible with the economic and 
political fundamentals of German existence. For myself, I 
cannot but believe that, for a real understanding between 
Liberal and Totalitarian peoples, much would be gained if the 
Liberals would but recognise that, in the age of industrialism 
as it now exists, the functions of the State cannot everywhere 
be determined arbitrarily and magisterially on the basis of 
preconceived ideas. This error was the widely prevailing belief 
of the 19th century which, under settled political conditions 
and amidst undisturbed economic evolution, deceived people 
as to the possible measure of unrestricted personal freedom. 


I am somewhat apprehensive lest I may already have made 
undue clzims upon the patience and forbearance of my English 
readers, and yet I must ask them to bear with me still a little 
longer. That “‘ complete change of mind and outlook, a change 
well-grounded in knowledge and inspired by lasting aims of 
economic and international co-operation,” which Alwyn Parker 
has so truly appreciated and postulated so convincingly, 
demands, as a sine qua non, the application by both sides alike 
of informed goodwill and of serious study. My twofold task 
is now, upon the basis of the necessarily long exordium where- 
with I have introduced this survey, to offer a few observations 
on present-day Germany, and then to take up a position in 
regard to the proposals which Alwyn Parker made last July. 

May I ask the reader to revert once more to the four 
preliminary conditions I have set out on page 680 as being 
indispensable for the functioning of any truly Representative 
Democracy ? 

The conditions enumerated are, however, not merely 
essential for the creation of what Rousseau designated as 
la volonté générale—of what we now term the representative 
will of a Democratic State; they are likewise desirable in 
order to establish in every State, and under every form of 
government, a national community of life. And so it is that the 
policy of National-Socialist Germany is also derived from the 
impelling needs of these four preliminary conditions, which 
after all must be inherent in any healthy community. 

The first requirement is in process of fulfilment in Germany 
by the restoration to due honour of the duty of national defence, 
by reintroduction of the obligation of universal military 
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service, by the root-and-branch extirpation of that false, 
snobbish, and unworthy form of pacifism which was nursed 
in the circles of the former German Left Parties, but was devoid 
of any kind of moral counterpoise such as makes a pacifist of 
the type of George Lansbury an attractive and a highly 
respected personality. 

The second requirement is being satisfied by the 
disappearance of the Confederate States as separate political 
entities; they now exist only as administrative units under 
Imperial Intendants, and in the future they will be wholly 
absorbed in a new territorial subdivision of the Reich. 

The third requirement has given birth to the strenuous 
efforts of National-Socialism to supplant the ingrained leaning 
of the German towards particularistic tendencies, whether 
on a personal, a regional, or a class basis, by a modified 
mental outlook. It is an outlook grounded in patriotism, 
in the outstanding qualities and achievements of the race, 
and in the equal moral appraisal of the value of every sort of 
honest labour, whether bodily or intellectual. 

Finally, it is sought to fulfil the fourth requirement by 
means of a reorganisation of social conditions, based upon 
two fundamental ideas—the duty of everyone to produce to 
the utmost of his powers, and the duty of the economically 
strong to come to the help of the economically weak. This 
new organisation of German working life has found its 
highest expression in the legal code of ‘‘ Social Honour.” It 
confers rights and imposes duties alike upon employers and 
workmen, and the fulfilment both of rights and duties 1s 
made subject to the protection of a special department of 
justice. Any attempts which have been made to liken this 
institution to a one-sided subjugation of the working classes 
completely misconceives the whole organisation. The com- 
petent Imperial Labour Commissary fixes minimum wages in 
the various branches of economic activity by means of regu- 
lations, that nowadays replace the wage agreements of bygone 
times. Whoever wishes to appreciate the motives, the actions 
and aims of National-Socialism can only recognise it as an 
historical attempt to procure for the German people a new and 
comprehensive ordering of existence, for clearly previous con- 
ditions of life were shattered by the World War and the terms 
of peace imposed at Versailles. It is a pity that the British 
Trade Unions do not send over to Germany a delegation with 
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an open mind to study and scrutinise the whole situation 
on the spot. There is at present much misconception which 
an impartial enquiry would dissipate. 

Despite the fairness of his motives, despite his strong and 
very welcome sympathy for the German people, Alwyn Parker 
has not done full justice to some features of the position. 
Nothing is indeed less justified by history than the view, 
also sponsored by him, that the German people sometimes 
suffers from persecution mania or from occasional solecisms. 
We Germans have a different, and, as I honestly think, 
a juster conception of ourselves. We believe that no people 
on the face of the globe has a fuller appreciation of the 
intellectual and material achievements of other nations. We 
are indeed in some danger, in our admiration of others, of 
losing sight of our own contributions to human progress 
and culture. 

The poet Klopstock was the first to make the attempt 
to resuscitate German self-consciousness from the depths 
where it had sunk owing to the lacerations and devastation 
of the Thirty Years’ War. This he did by pointing to the 
stirring records of our great history—when Germany, as 
Mr. H. A. L. Fisher has eloquently recalled, was in the 
forefront of European civilisation—and in 1768 he wrote 
these penetrating verses in the ode “‘ My Country ’’ :— 

Nie war gegen das Ausland 
Ein anderes Land gerecht wie Du! 


Sei nicht allzu gerecht! Sie denken nicht edel genug, 
Zu sehen, wie schon Dein Fehler ist. 


The various German authors and philosophers, such as 
Goerres, Fichte, List, etc., who are so readily quoted as 
proofs of undue German self-satisfaction, resemble rather the 
Prophets of the Old Testament, who vied with one another 
in ee of the sins and shortcomings of their own 
people. 

Now just as the German people has no fond attachment 
to militarism as a means of aggression, likewise it has no 
marked preference for economic self-sufficiency in any shape 
or form per ac propter se. The Fiihrer himself has repeatedly 
denounced the idea of absolute self-sufficiency, as being 
incompatible with German interests and resources. If the 
Fiithrer in the autumn of 1936 announced the advent of the 
second Four Years’ Plan, which is a programme of self-help, 
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it was embarked upon under the compulsion of events not 
solely of German origin. 

Having regard to the existing, and very sensitive, economic 
structure of the German people, as disclosed by statistics 
I have already cited, and to the degree in which public revenue 
is bound up with the productive yield of labour, it was 
a necessity, an ineluctable necessity, to restrict (though of course 
not wholly to remove) our dependence upon foreign countries 
for raw materials and foodstuffs. For let it not be overlooked 
how unreliable foreign sources of supply had proved since 
1931, partly indeed because foreign countries had largely 
ceased to import those particular commodities which Germany 
could offer for export and as a means of payment. Mr. Parker 
certainly did not give due weight to this economic handicap, 
A few further statistics will make matters clearer. Before the 
War Germany’s foreign trade was second only to that of 
Great Britain, the largest in the world. German exports had 
steadily risen, and this without any marked fluctuations, 

GERMAN Exporrs 


1895 iil ae sea 3,662 Million Marks 
— eS = =—e fa 
me ls ls (i i) Cl i. 
| eae 
1913 ¢ on) ae a - 


Since the start of the present century her share of world 
trade, by comparison with the chief industrial nations, was 
as follows :— 

PERCENTAGES OF WoRLD TRADE 


1900 1905 1910 
Great Britain ints oe 19-3 17-5 16-9 
Germany ... oe ena 12-0 12-0 12-0 
Ut Saree — aa 10-2 9-8 9-5 
France des sai = 9-9 8-7 9-4 
Italy ‘ae ai 2-9 2-8 3-1 


The increase in the volume of Germany’s foreign trade 
took place under the zgis of a system of qualified protection. 
Ever since the middle eighties German imports regularly 
exceeded German exports, because Germany's balance of 
payments rendered such a position possible, largely owing to 
the growing amount of her foreign investments. 

The estimate made in 1924 by Mr. McKenna in conjunc- 
tion with General Dawes placed the amount of German foreign 
investments on the outbreak of the War at 28,000 million 
marks, 
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The result of the World War modified this position 
in toto. On the one hand, Germany’s own resources in raw 
materials and foodstuffs were reduced owing to loss of 
territory in East Prussia, Silesia, Schleswig and Alsace-Lorraine ; 
on the other, she lost nearly all her foreign investments as a 
result of the embargoes placed upon them during the War and 
under the terms of the Peace Treaties. The McKenna 
Committee estimated the amount of German investments in 
1924 at only 6,750 million marks. The Special Committee 
of the Bank of International Settlements computed the 
amount in December, 1931, at over Rm. 8,400 millions. Thus 
German foreign trade stood after the War upon wholly 
different bases to those which had previously existed, apart 
altogether from the fact that it was 1925 before the country 
regained any sort of independence in matters of trade policy. 
After inflation had been overcome this was the trend of 
our foreign trade :— 


GERMAN FOREIGN TRADE IN MILLIONS OF RM. 
Imports Exports 


BOGS ccs 7“ a 13,652 9,964 
BD ed “ad eae 11,200 11,101 
1927 ... nia .« 15,839 11,746 
1928 ... non ins 15,679 13,228 
1929 ... = sen 14,027 14,215 
1930 ... _— inn 10,852 12,656 
7 cei 9,599 10,116 
1932 ... — on 5,739 6,056 
1933 ... _ ows 4,395 5,140 
1934 ... a ake 4,627 4,406 
eee 4,159 4,270 
See ke hee 4,218 4,768 
1937 (first 6 months) 2,520 2,712 


The above figures fall into two divisions: the period from 
1925 to 1931, and that from 1932 to the present time. The first 
division ends in 1931 with the devaluation of the £ sterling and 
the withdrawal of foreign credits from Germany, and shows 
an adverse trade balance of Rm.6,822 millions. During this 
period (1924 to 1931) Germany’s foreign indebtedness had 
risen from between 1,000 million and 1,500 million gold marks, 
as computed in 1924 by Mr. McKenna, to Rm.28,000 millions, 
as computed in the Beneduce report of 1931. During the 
period in question Germany was thus making good her 
adverse trade balance by means of her growing foreign 
indebtedness. But since all processes of borrowing upon 
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such a scale are unhealthy, Germany’s foreign trade was 
based upon a wholly artificial foundation which was necessarily 
of limited duration. From 1931 onwards the influence in 
Germany of the withdrawal of foreign credits—see page 390 
of Alwyn Parker’s survey—of currency devaluations else- 
where, and of the world economic depression was severe and 
prolonged. The volume of our foreign trade dropped heavily 
and by leaps and bounds. Here, as we shall clearly perceive, 
were the roots of the second Four Years’ Plan. 

For this drop in Germany’s foreign trade had a threefold 
result. There was a narrowing in the available reserves of 
foreign exchange (Devisen); there was a shortage in raw 
materials; there was a shortage of foodstuffs. The German 
foreign exchange difficulties are too well known to call for 
further explanation here. The following tables throw a clear 
light upon the problems of raw materials and foodstuffs :— 


GERMAN IMPORTS OF RAW MATERIALS AND HALF-FINISHED Goops 


In percentage 
In Millions Rm. of Imports 


1929 - pid 7,603 54-2 
1930 , 5,798 53-4 
1931 3,543 50-9 
1932 — 2,501 51-3 
1933 ‘ e 2,541 57-8 
1934 ive e 2,680 57-9 
1935 a " 2,552 61-3 
1936 is 2,321 55-0 
1937 (first 6 months) 1,375 54-5 
GERMAN IMPORTS OF FOODSTUFFS AND BEVERAGES 
In percentage 
In Millions Rm. of Imports 
1929 ae a 3,811 27-2 
1930 - ane 2,946 27-2 
1931 -_ oe 2,009 28-9 
1932 — ; 1,523 31-2 
1933 a ; 1,105 25-1 
1934 lo : 1,071 23-1 
1935 ns oka 996 23-9 
1936 id = 1,499 35:5 
1937 (first 6 months) 941 37°3 


Three important deductions may be drawn in regard to 
German economic policy from these figures. 

(r) The fall in the quantity of raw materials and 
foodstuffs imported was extremely heavy. In values— 
though, of course, the comparison is not complete owing 
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to fluctuations in the price-level—the imports of raw 
materials in 1936 were but 30°5 per cent. of those of 1929, 
and the imports of foodstuffs and beverages in 1936 were 
but 39°3 per cent. of those of 1929. 

(2) The lack of foreign exchange compelled the 
restriction of German imports to raw materials and 
foodstuffs, to the exclusion of all finished goods 
which could be dispensed with. The combined imports 
of raw materials and foodstuffs rose from 81-4 per cent. 
in 1929 to 90°5 per cent. in 1936. 

(3) Within the restricted limits of available imports 
there was a perpetual tug-of-war between raw materials 
at one end and foodstuffs at the other. When, owing 
to bad harvests, there was a greater need to import 
foodstuffs, this was perforce accompanied by a reduction 
in the imports of raw materials, as may be seen from 
the returns for 1936 and 1937. Germany has nowadays 
no more imported superfluities and luxuries to give up ; 
she must, therefore, in pursuit of her daily bread, 
sacrifice many of the raw material imports essential for the 
daily employment of her industrial populations. Nowhere 
shall we perceive the conditions of duress whereunder 
Germany is compelled to live as clearly as in the light of 
these figures and of what they reveal. 


_And here I would wish to meet the reproach often made 
against Germany that her shortage of raw materials arises 
from the pace of her rearmament. First, and on purely 
economic grounds, it is an urgent need to supply the 
population with work, inasmuch as the removal of unemploy- 
ment is admittedly the great essential for social peace. The 
need to provide work is the primary need, the nature of the 
work is a secondary matter. But the political motive under- 
lying rearmament is more important than any economic factor. 
In his speech in Queen’s Hall on July 28th, 1908, Mr. Lloyd 

orge recognised that a strong Army was just as indispensable 
for Germany as was a strong Navy for England. Nothing has 
since altered this position, which is indeed axiomatic; and 
even if rearmament has absorbed raw materials it must 
continue until we catch up our neighbours, who had the 
start of us during nearly twenty years. And surely if 
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unsettled world conditions—such as those in Abyssinia, Spain, 
the Far East and the Near East—have reached such a pass 
that even Great Britain has had to face a great rearmament 
programme, it is only fair that a similar right should be 
recognised as appertaining to Germany. 

Now let me revert to our position as regards raw materials, 
The course of German legislation in recent years has ever been 
determined by the motive of holding in check the overshadow- 
ing menace to economic development of a shortage of raw 
materials and foodstuffs. Thus we see that :— 


(1) Foreign exchange was husbanded by special 
measures under the Decree of July 15th, 1931, which 
have subsequently and repeatedly been made more 
drastic. 


(2) Husbanding of raw materials was not prescribed 
until the Regulations concerning Raw Materials and 
Half-finished Goods of March 22nd, 1934, and it has 
since been steadily tightened up. 


(3) The close connection between foreign exchange 
(Devisen) and the need for raw materials, more especially 
owing to fresh foreign indebtedness resulting from the 
import of goods on a credit basis, then enforced the 
linking up of the two questions in the so-called “ New 
Plan.”” This occurred in September, 1934. 


(4) The second Four Years’ Plan, as the latest stage 
of development, was introduced in September, 1936, 
owing to the conviction that any marked alleviation of the 
German economic position, through an immediate and 
substantial increase of German exports, was not within 
the range of possibility. 


Now let us beware of underestimating the gravity of this 
decision. Of one thing those beyond the frontiers of Germany 
should take full account. The possibility for the German 
people of living under the conditions imposed upon them at 
Versailles was never really tested at all until 1933. Until 
the end of 1923 Germany had lived by mortgaging her savings 
under the cloak of inflation and by the consumption of 
speculative investments made by foreign countries in German 
currency. From 1924 until the middle of 1931 she lived by 
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having recourse to foreign loans, thus incurring a fresh foreign 
indebtedness. 

It is only since the middle of 1931, more especially under 
the zgis of the Nationalist-Socialist Government, that Germany 
has been making the attempt to maintain her populations 
exclusively by means of the achievements of the workers of 
the present generation; and this it is sought to do without 
any general depression in the standard of living. 

t the German people should have faced this stubborn 
task in complete unison and grim determination to win 
through is nothing less than a phenomenon of history, which 
indeed should assure to them the friendly recognition of all 
who have any conception of what it means. And so it may 
be affirmed that the second Four Years’ Plan is nothing else 
than an act of comprehensive and determined self-help. 

Alwyn Parker is entirely justified when he emphasises 
that, according to the world price-level, the Four Years’ Plan 
may, for the present, not always seem to be economically 
advantageous. The remark has, however, a purely academic 
ring when related to prevailing German conditions, inasmuch 
as Germany is simply not in a position to take advantage of 
favourable world price-levels so long as she does not dispose 
of adequate foreign exchange (Devisen) at any given time 
and for the purchase of particular commodities. He himself 
indeed cites certain examples in regard to German purchases 
of cereals abroad which bear this out. The overriding need 
of Germany is to supply employment for her creative 
workers; it is this political and social necessity which 
compelled the launching of the second Four Years’ Plan. 
That there are certain dangers inherent in this fresh phase 
of State-controlled economic policy, more especially in regard 
to the increase in the number of supervisory officials, is 
recognised even in Germany. 

Alwyn Parker further enunciates this conclusion :— 

“In Germany the departure from the maximum 

aggregate productivity of the country has been consider- 

able, the retardation in the speed of her general economic 
development has been great, the sacrifice of her potential 
wealth has so far been very serious.” 

Frankly I do not think that this unsupported obiter dictum 
should be swallowed wholesale. The volume of German 
industrial production has increased since 1933 and not fallen. 
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According to the calculations of the Institut fur Konjunktur- 
forschung the index for 1936 was 8 per cent. above the previous 
highest level—that of 1928. Admittedly the gross value—that 
is to say, the aggregate value derived from all successive 
processes—of the products of industry and of independent 
artisans in 1936, amounting to Rm.70,000 millions, was 
somewhat less than it was in 1928. But this reduction was 
exclusively due to governmental control of prices and not 
to any fall in the volume of goods produced. The index figure 
for agricultural production, after deduction has been made for 
imported fodder in 1936, stands at 23 per cent. over that 
for 1928. 

It is, however, quite correct to assert that this increase in 
national production does not aim, for the time being, at any 
marked improvement in the standard of living of individuals, 
From this generalisation we must of course except the six million 
or more unemployed who have again been given work. We 
must also except the peasants, who suffered most severely 
from the depression. Apart from these two important categories 
of the population, the effects of greater production have mainly 
been seen in rearmament and in the switching-over of the 
apparatus of production to the aims of the second Four Years’ 
Plan. It is indeed the usual course of human achievement 
that the success of to-morrow is only attained by the efforts 
and self-denial of to-day. 

Nevertheless there was, according to the most recent 
official returns, an increase of about 12 per cent. in the 
purchasing power of wages at the end of 1936 by comparison 
with the end of 1933; and the increase in the production of 
consumption goods in 1937 reveals the larger demand which 
is now arising from workers in receipt of wages of higher 
purchasing power. The reader will find some informative 
statistics regarding employment and wages in the appendix. 

That Germany should not, in an ill-advised attempt to 
relieve her position, have had recourse to a devaluation of the 
Reichsmark is due to our present appreciation of the damaging 
social reactions of our post-war inflation ; it is also due to the 
fact that Germany, neither in her standing on the international 
market nor in her disposal over the means of purchasing 
goods from abroad, is in so favourable a situation as was 
Great Britain in 1931, when she carried out a successful 
devaluation. 
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And so it should be clear to all that the second Four Years’ 
Plan is due to no sort of inherited predilection for an isolated and 
closed economy. On the contrary, it was due to “ necessity’s 
sharp pinch,” which offered no alternative unless Germany were 
prepared, as in the era of the Republic, to knock as a humble 
beggar from door to door, ready to barter her birthright for 
a mess of pottage. 

Such being the case, surely the ground is taken from 
under the widespread foreign reproach—a reproach whereof 
Alwyn Parker, we gratefully recognise, nowhere made himself 
the mouthpiece—that Germany’s work in extending and 
consolidating her economic foundations has but military and 
aggressive aims. It may be observed that even if the political 
gain, for purposes of defence, of a systematic development 
of home production over a wide field is undeniable, Germany 
in pursuing this course is only tardily following in the 
footsteps of all Great Powers of the world, possibly with 
the single exception of Great Britain. Whether it be in 
the United States or in France, in Italy or in Poland, in one 
and all we have witnessed the passage of fundamental laws 
for the organisation of the economic resources of the country 
for purposes of self-defence. In one and all this took place 
before the German change of policy in January, 1933. In the 
United States there was the National Defence Act of 
June 4th, 1920; in France the Conscription Law of April, 
1923; in Italy the Law respecting Organisation for War 
of February 8th, 1925; in Soviet Russia the Decree of 
August 21st, 1923, which called into existence the Council 
for Work and Defence, etc., etc.* 

The recently published memorial of the French establish- 
ment, A. G. Schneider & Co., reveals the interesting fact that 
the armament works at Le Creusot of this firm, which had 
been converted to civilian requirements after the Armistice, 
were, at the instance of the French Government, re-equipped 
for armament work as early as 1926. The actual development 
of all that we in Germany term “ Wehrwirtschaft"’ is making 
rapid strides all over the world, even beyond the limits set by 
the various laws I have enumerated. 





* I have given a more comprehensive survey in the Yearbook of the German Society 
for Defence Policy and Defence Science. It will shortly be published.—P. O. 
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And here it might appear opportune, in relation to our 
prevailing shortage of raw materials and foodstuffs, to glide 
over to the colonial problem, and to seek to refute the various 


objections which are raised, in the most diverse forms and | 


from the most varied aspects, to Germany's claims for the 
return of her old Colonies. Here, to my deep regret, I cannot 
go along with Alwyn Parker’s contention that “ no clear case 
has been made out by Germany for the return of her former 
Colonies, either on economic or legal grounds ”’ (vide page 395), 
There is a comprehensive literature dealing with both aspects. 


The Fihrer, too, has repeatedly announced, and reasserted, | 


Germany’s colonial claims. They will doubtless be the subject 
of diplomatic conversations. A settlement will not, however, 
be reached on the basis of argument and counter-argument, 
plea and replication, rejoinder and rebutter, surrejoinder and 


surrebutter. It will and must be reached upon the basis of “ 
overshadowing and enduring political considerations. And from | 


this aspect of the problem I would wish to return to the colonial 
issue upon a later page. All men of goodwill, both in the British 
Commonwealth and in the German Empire, will whole-heartedly 
agree with the conclusion voiced by Alwyn Parker, that in 
any event an examination of the problem calls for the best 
qualities of philosophic statesmanship and vision and should 
lead into the highest region of political thought. They will 
likewise agree that no object should be pursued with greater 
resolution or more steady-eyed patience than an honest and 
enduring Anglo-German agreement, and that nothing would 
help more to dilute the poisons in the air (vide pages 396 
and 397). 

It frankly appears to me that the Great Powers, who are 
primarily responsible for the fate of mankind, are face to face 
with the need to realign their foreign policy upon principles 
which transcend the particular and narrow interests of individual 
states or nations. The World War proved that modern war, 
waged between highly industrialised peoples, leads eventually to 
the creation of victors and vanquished in a very limited and 
relative sense. My attention has been drawn to some passages 
in Brigadier-General Asquith’s recent book, ‘‘ Moments of 
Memory.”” Of his distinguished father, the Prime Minister of 
Great Britain at the outbreak of the World War, he recalls 
a speech made at Paisley so long ago as February, 1920. 
Mr. Asquith then laid emphasis on the unity of the modern 
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world in which no great country could be mutilated without 
those who inflict the injury being injured themselves. “ It is 
becoming increasingly true,’’ he continued, “ that the world is 
one, economically, industrially, and socially, knit together by a 
network of bonds and ties, some visible and tangible, some 
invisible to the naked eye, but which knit, as it were, in one 
framework the interests and fortunes of all communities on 
the face of the globe. It was never so true as it is to-day 
that if one member suffers all suffer, and you will never find 
your way through the terrible imbroglio that the War has 
created unless you realise the need, the imperious need, of 
co-operation and goodwill.” * 

The Peace which was dictated at Versailles—*‘ It is not 
statesmanship. It is not business. It is not common sense. 
It is not the clean Peace which I always meant, and other 
people meant’’.. . said Mr. Asquith—that dictated Peace 
utterly disregarded this fact of economic, political, social, and, 
last but not least, of moral unity of our modern world, which 
is particularly important in regard to highly industrialised 
nations. It widely surpassed all historical precedents in seeking 
to create victors and vanquished upon an unparalleled scale ; 
and it branded this distinction even in the moral sphere, 
inasmuch as it stamped the vanquished as morally guilty and 
morally inferior. 


Power politics, and decisions based solely upon considera- 
tions of politics, come into collision to-day with the fact that, 
in consequence of the high degree of productive capacity which 
results from technical efficiency, most important problems 
of national and international activity really derive from 
economic and social conditions. The great and still unsolved 
problem of to-day, first and most clearly perceived by the 
upheaver Marx, who fondly hoped to solve it within the 
framework of a cosmopolitan communistic world, is to 
harness technical progress, to restrain it and divert it to the 
true needs and possibilities of individual peoples, whilst at 
the same time retaining an equipoise and equilibrium between 
one and all. Wheresoever nowadays nations flounder into a 
State of social disorder, wheresoever they awaken from 





* Herbert Asquith: ““ Moments of Memory—Recollections and Impressions." London 
Hutchinson. 1937, pp. 358, 359, 360. 
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slumbers of many centuries, wheresoever they seek for room 
where their overflowing populations may expand by trade or 
by migration, there, by a variation of the French saying, 
one finds the solution in the phrase: ‘‘ Cherchez la machine.” 
This is certainly, as modified, no more than a simplifying 
formula for a highly complicated process. 

Liberalism formerly hoped to procure the necessary room 
for technical development and expansion by means of Free 
Trade, and to achieve the best results for all by means of the 
exchange of commodities produced in the cheapest and sold 
in the dearest market. The World War put an end to that 
dream. Free Trade in my estimation is amongst its many 
victims, for even England has now her protective tariffs and 
State-planned economy in many spheres. The distribution of 
industrial production amongst many different countries, which 
the World War occasioned and the Peace Treaties perpetuated, 
to say nothing of the short-sighted policy of the United States 
towards borrowers which had similar results, cannot now be 
reversed. Adaptation to new economic conditions necessarily 
took place upon a national basis, inasmuch as the previous system 
of various States, linked up into one economic area, had been 
ruthlessly shattered, and general political uncertainty hastened 
the change. Nationalism in many countries seemed the only 
possible way of actually overcoming the crisis. It sought to 
replace unrestricted freedom of economic activity, which had 
become paralysed in practice, with the regulating will of the 
State. It produced order out of chaos and daily bread in place of 
starvation by means of establishing a community of interests 
in all sections of the body politic. It ensured rapid decisions 
and effective action by concentrating all executive power in a 
single point, an individual person. In a word: it took over 
the inheritance of international Socialism, but it did so in 
the spirit and with the means of the nation. Thus Fascism, 
first in Italy, and later on elsewhere, won the day. — 

In my judgment it is of vital and decisive importance 
that the Great Democracies of the world should recognise 
and appreciate, even though they may not themselves feel 
drawn by, the dire necessity of this development. 

Where Totalitarian States emerge their real problem has 
been to safeguard the national heritage and traditions of 
culture, of personality, and of moral values against the menace 
of the Bolshevist upheaval. If a nation reaches the pass I have 
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here described, then it must perforce become an opponent of 
the ideas of 1789—as indeed Edmund Burke was—if it wishes 
to grow and to conserve its own historical identity. 


This affirmation is in no wise weakened even if, in the 
transitional period, some very grievous cultural sacrifices have 
to be undergone. Hegel rightly observes, in his work on 
“ Reason in History,’”’ that nothing great is accomplished in 
the world without passion. Every historical revolution has 
been introduced by an initial period where passions are 
dominant. The historical function of that period is to sweep 
the floor clean, and sometimes to do so blindly, to leave room 
for new standards of measurement. 


If I should once again seek a simplifying formula for 
a very complex problem, I would say that “it was the 
historical mission of Liberalism to open the way for technical 
progress; it is, in certain geographical areas, the historical 
mission of Totalitarian States to control technical progress, 
with all its economic and political manifestations, within an 
ordered development.’’ The general situation of any particular 
people at a given moment must be the decisive factor whether 
Liberalism or Fascism is the better system to secure ordered 
progress. The Frenchman, René Quinton, has an apt 
definition of what I have in mind. He says: “‘ Men do not 
think out great problems; it is the great problems, when 
they are ripe, that take hold of the human mind and seek 
intellectual interpretation, just as lightning seeks the highest 
point.” Problems then are the decisive factors, and the means 
of solving them are but humble and temporary servants. 


I would beg my reader not to imagine that I wish to launch 
any kind of propaganda against Democracies or the Liberal idea. 
There is no greater admirer living of the traditional forms of 
government as existing in, and for, Great Britain. All I claim 
is a fair and understanding appreciation of the nature of the 
Totalitarian idea. If it is opposed as inherently vicious by 
the Democracies we shall all reach an impasse. The problem 
of Anglo-German friendship must be viewed with a background 
of mutual toleration, and in the light of the vital considerations 
I have just described. 

It is as clear as daylight that an honest understanding 


between Great Britain and Germany, and a real agreement to 
come to terms, is of the very first importance, not only for both 
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of them but also for the stability of the whole of Europe. The 
League of Nations has suffered shipwreck because it did not 
understand how to translate into action the unity of the modern 
world as defined by Mr. Asquith, and because it contented itself 
with paying only lip-service to the principle of such unity. It did 
not even comprehend how to set about reaching agreement 
upon the essential conditions of life of peoples and States of the 
first rank. The Treaty Revision clauses of its Charter were 
never applied. Even the League of Nations is dependent 
upon unity of outlook amongst the nations it represents. 
Since such unity does not exist, the League is of necessity 
ineffective. 


For a final settlement between Great Britain and Germany 
the only possible course is that of direct diplomatic discussion. 
The spirit of such discussion should be determined by the 
grandeur of the common task which both peoples have to 
solve in agreement. Both the British and the German nations 
belong to the most constructive and dependable peoples of 
the world. Despite the difference of their situations and 
general conditions of life, the identity of their most important 
qualities, which arises from the fact that they are of kindred 
race, is manifest to all. But it is in the interests of both 
peoples that Great Britain should assist Germany in securing 
adequate space for her sons and daughters to live under the 
German flag, and an adequate basis for her economic work. 
And this brings us once more to the Colonial problem. 

If I seek to analyse the causes of the proud greatness of 
Great Britain, I seem to arrive at two dominating factors :— 

(1) She has the faculty, such as no other people has shown 
in history, to make use of force if her existence 1s 
at stake. 

(2) As in the case of South Africa, she has always known 
betimes how to find the way from mere measures of 
force to a higher plane, so that she ever succeeded in 
reconciling the justifiable claims of her antagonist of 
yesterday, in respect of honour, freedom, and the 
right to work, with her own interests. 

By such means as these it seems to me that the Empire, 
the greatest political achievement in human history, came 
into being. With such means alone it will be conserved, if the 
law derived from history by Ranke is true, that a State can only 
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preserve itself by the same means which served to create it. 
The War of 1914-1918 is justly regarded as a profound and 
terrible misfortune for both peoples. That the British and 
German soldier, the most manly and upright fighters in the 
whole world, should ever have faced one another as foes is 
one of those historical events fraught with incomprehensible 
tragedy, were it not that such a calamity may yet bear fruit. 
A young German Officer, who fell in France in 1918, wrote 
shortly before his death :-— 

“‘ Even if we cannot know when this Peace will arrive, 
it is certain that sooner or later it will come; and then 
the future will not belong to victor or vanquished, but to 
that country which can realise peace most perfectly and 
can remain victor in the struggles of peace.’’* 


The fruit of the tragedy of 1914-1918 must surely be that 
Great Britain and Germany should win, in conjunction with 
all peoples of goodwill, the struggles of peace ‘ 

And on this note I would end. I fear I have departed some- 
what from the lines traced in the survey to which I purport to 
reply. It was needful that I should do so and follow the train of 
thought which has seemed to me fundamental and logical. 
I trust that all those English readers, who have borne with my 
imperfect pen and unfamiliar German conceptions of the 
problems which confront us, will accept my gratitude. If 
Henry of Navarre said that Paris was worth a Mass, then 
truly the rebuilding of the old historical Anglo-German 
friendship is worth the intellectual torturing which the 
persevering reader must have undergone from my heavy hand. 

_ I should like to close by linking up a hopeful forward 
g’ ance with a retrospect into the bad times of the World War. 
On the April 9th, 1917, I became, as a German Officer, a 
British prisoner of war. It was on the first day of the great 
British offensive between Lens and Arras. At dawn of day, 
after bombardment for weeks and a brief intensive barrage, 
we were attacked in force. About 1 p.m. our first trench was 
lost, and about 6 p.m. the second. It was here that I was 
taken prisoner with the last two men of my Company. As I was 
crossing into the enemy lines two contradictory feelings filled 


* Kriegsbriefe gefallener Studenten : Berlin: Herausgeber Professor Dr. Philipp Witkop. 
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my heart. The first impression was one of grim satisfaction 
of duty accomplished ; the bitterness of being taken prisoner 
was softened by this, though I did not then know that 
Sir Douglas Haig, in his final report, was to pay a special 
tribute to our defence at this particular spot. But then 
a totally opposite feeling wholly overcame me. There lay, 
face to the ground, row upon row of khaki-clad British soldiers, 
those who had bravely advanced to storm our trenches. They 
had fallen “in the same temper which makes the English 
soldier do always all that is possible, and attempt more than 
is possible.’’* 

When Robert Bridges wrote in 1916 the following lines 
on the 300th anniversary of William Shakespeare’s death, 
he could have had no finer example of English military 
valour in mind :— 

But ye, dear Youth, who lightly in the day of fury 
Put on England's glory as a common coat, 

And in your stature of masking grace 

Stood forth warriors complete, 

No praise o’ershadoweth yours to-day, 

Walking out of the home of love 

To match the deeds of all the dead. 


What a calamity, so I thought, that we should have 
these brave boys as our antagonists. If they were in our 
uniforms they would not be distinguishable from German 
troops. If we were in their uniforms we should seem as if we 
were of their number. All that divides us is language and— 
Politics. Yet how fair could the world be made to look, 
so I thought, the world for whose protectors and guardians 
we both alike were predestined. 

Well, such is the task which lies before us. It 1s 
“* Des Schweisses der Edlen wert.’’+ 


Paut OSTHOLD. 
BERLIN, 
November, 1937. 


* “ Ruskin’s Political Economy of Art,”’ p. 111. 
t Klopstock, in his ode “ Der Ziircher See."” (1750) 
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APPENDIX 
EMPLOYMENT AND WAGES 
In order to economise space I propose to confine my 
remarks to the industrial sphere, which has, of course, special 
importance. The figures are taken from “‘ The Quarterly 
Statistical Returns of the German Empire,’’ Volume III., 1937. 
In industry the trend of employment in recent years was 


as follows :— 
INDUSTRIAL EMPLOYMENT 


Manual Workers Clerical Workers Hours 
(Monthly Averages) (Monthly Averages) per Annura 
(000 omitted) (000 omitted) (000,000 omitted) 
1929... eS 6,241 938 14,624 
ee 3,711 653 7,875 
1936 6,27 844 14,529 


This table shows that the number of workers employed 
and the number of hours worked in 1936 virtually reached the 
standard of 1929 as a whole, and in certain sections were 
higher. In 1937 the improvement has made further progress. 
If we analyse these aggregate returns under separate categories 
we get the following results :— 


INDUSTRIAL EMPLOYMENT IN 1936 BY COMPARISON WITH 1929 aND 1932 
Hours Worked Hours Worked 


in 1936 in 1936 
(1929 = 100) (1932 = 100) 

Total industry ... 96-4 182-1 
Capital goods... 105°3 234-8 
Iron and metal . 112-0 257-9 
Machinery — 122-2 279-1 
Motors and vehicles 140-6 368-9 
Optical goods, etc. 122-2 230-2 
Building materials 104-9 262-6 
*Building trades ... 129-6 519-8 
Consumption goods 85-6 133-9 
Luxury trades... , 95-3 125-5 
Clothing trades ... me 79-3 132-7 
Mining industry ... 73°2 133°3 
Steel products ... ais 88-6 204-3 
Sheet metal industry 87-0 192-8 
Metal goods we 93-6 187-8 
Electro-technical : 94-8 235-0 
Sawmills ... ee i 99-8 196-0 
Woodworkers... Ree 82-4 163-3 
Leather workers ... ; 81-9 139-3 
Rubber goods... 72:1 136:4 
Paper industry ... , 93-7 135-1 
Paper manufactures é aaS At 84-6 136-8 
Textiles ... oe , oe 86-9 124-2 
Food trades awe ; ; 97-5 117-4 


* Under Building Trades the percentage of workers employed is given instead of the 
percentage of hours worked. 
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This detailed table enables us to make specific comparisons 
with the year 1932 and the year 1929, which gave the highest 
results prior to the crisis. It shows that all industries were to 
a greater or lesser degree more heavily employed in 1936 than 
in 1932, and in 1937 the increase has been yet more marked. 
In comparison with 1929 only capital goods have reached 
a higher level, whereas consumption goods have not yet 
reached, either in employment returns or production, the 
level of 1929. Although further progress has been made in 
1937 we have not yet fully reached the 1929 level in consumption 
goods. 

Naturally one result of the increase in the number of 
workers employed has been a considerable rise in the total 
amount paid in wages, as is apparent from the subjoined table :— 


INDUSTRIAL EMPLOYMENT AND WAGES 
(Monthly Averages. Second half of 1932 = 100) 


Number Working 
Employed Hours Wages 


1933 wen os Sne'a 112-9 116-6 
1934 ei ie .- 159°6 148-3 158-1 
1935. . . o- 1535°6 162-7 181-3 
1936... one ous - 167-9 182-3 206-7 


But it is not merely the aggregate amount of wages paid 
which has risen, but likewise the per capita wage. Although 
since 1933 German economy has been based upon fixed wage 
rates, nevertheless in many industries a sensible rise in the 
wage level has, in fact, taken place. Indeed, owing to lack 
of labour in certain districts, the rise in the wage level has 
sometimes assumed undesirable and even dangerous heights, so 
that official intervention has occasionally become imperative in 
the general interest. Policy in regard to the wage-level is 
determined by two overriding considerations. In the first 

lace and at all costs it is sought to impede a rise in the price- 
fooal in consequence of an increase in wages. In the second 
place it is desired to avoid any disturbance, in consequence of 
an increase in wages, in the relation between officially fixed 

urchasing power and the available supply of commodities. 

he ultimate aim of official control, so soon as present 
difficulties have been overcome, is to improve the standard 
of living of the whole population by a systematic lowering of 
prices. Under such influences as these the per capita income 
of industrial workers has shown a favourable trend. 
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TREND OF INDUSTRIAL WAGES AND Hours OF WorkK, 1933-1936 
(September to December = 100) 
1934 1935 1936 
Average gross income of a workman during four weeks... 107-0 111-5 116-5 
Average daily period of employment ne 102-6 103-2 105-9 
Average gross hourly earnings of a workman ... -» 103-4 106-1 108-4 


The following factors have contributed to a higher per 
capita income: (1) Longer working hours owing to reduction 
in short time; (2) a rise in the basic wage, since the official 
wage rates are minimum and not maximum rates; (3) the 
payment of efficiency bonuses. 

If the average wage is contrasted with the cost-of-living 
index, it will be clear that the real wages of German industrial 
workers has in fact risen. At the end of 1936 it was about 
12 per cent. higher than at the end of 1933. The development 
in the production of consumption goods in 1937 reveals that 
a higher purchasing power is making itself felt here also. 

There is a further and important consideration to be 
taken into account in appraising the statistical tables which 
have been given. The increase in production in the various 
categories of industry has been not solely dependent upon an 
increase in the number of persons employed or in the number 
of hours worked. Indeed, since 1933, our industry has been 
specially fostered by reliefs in taxation, with a view to facilitating 
the introduction of technical improvements. The great 
development in regard to production of machinery, as set 
out in the first tabular statement, is very largely due to this 
cause. In most, if not in all, industries production has 
increased in yield over and above the additional hours worked ; 
in other words, efficiency has steadily been on the upgrade. 

The following table shows the development of German 
coal mining :— 

Wages and Average Yield 


Mines Workers Salaries Per Mine Per Worker 
(Rm.millions) (1,000 tons) (tons) 
584 


1933 ... oo 219 323,389 501 339 
1934... -- 224 337,042 666 557 370 
1935... . 242 391,882 788 591 365 
1936... . 238 414,809 856 665 381 


_ Two important deductions bearing upon the points at 
issue may be drawn from the above table. First, as to the 
degree of increase in the per capita wage, whereas between 
1933 and 1936 the number of workers increased by 28-4 per 
cent., the amount of wages and salaries rose during the same 
period by about 46-5 per cent. Secondly, the production 
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per mine increased by about 33 per cent., and per worker by 
about 12-4 per cent. 
A similar picture is shown in the iron-ore industry. 
Wages and Raw Product §Iron-ore 


Mines Workers Salaries Content 

Rm. Metric tons Metric tons 

oe 7,449 9,119,000 2,582,000 826,000 
1934... ... 0) 84)—Ss«10, 765 15,053,000 4,332,000 _—1,369,000 
1935 ... — iid 95 13,120 20,054,000 6,044,000 1,849,000 
1936 . 114 15,845 25,236,000 7,570,000 2,259,000 


Here there was an increase of 114 per cent. in workers and 
employees between 1933 and 1936, an increase of 177 per cent. 
in wages and salaries, and an increase in production of no less 
than 193 per cent. The increased production per head 
represents, from the economic point of view, the greatest 
justification for the augmented wages and salaries which I 
have indicated. 

Finally, I should like to add that these favourable trends 
have continued during 1937. In October, 1937, German 
industry as a whole was affording work to 12 per cent. more 
workers than in October, 1936, whilst there was an increase 
of 15 per cent. in the number of working hours. 

Even in 1937, the increase of production was more marked 
in capital than in consumption goods. In working hours 
in October, 1937, as against October, 1936, the increase was 
16-8 per cent. in capital goods, and 13 per cent. in consumption 
goods. 

Of one thing we may be certain from all these figures. 
In Germany the available supply of goods, both capital and 
consumption, is steadily expanding. A fall in the standard 
of living cannot, therefore, occur, provided always a just 
distribution of goods is taking place. That this is taking 
place is manifest since unemployment has practically been 
overcome. The whole of the employable population is actually 
participating in consumption by means of the purchasing power 
of wages under the safeguard of the Comptroller of Prices. 
Where, nevertheless, in exceptional cases, hardships may be 
found to exist, “ winter relief ’’ comes to the rescue, or, in 
cases of short-time work, unemployment insurance. It 1s 
admittedly the case that, where there may be a temporary 
shortage of particular commodities, incomes may not be 
available for all and every purpose, but this is a matter of 
curtailment rather than of deprivation. P.O. 


























717 


Notes of the Month 


The Money Market.—Partly because of a temporary 
accumulation of funds in public deposits, which during 
November were running in excess of £30 millions, money has 
not been quite so plentiful during recent weeks. There has 
been a fairly consistent afternoon demand for loans and also 
a little more calling by the clearing banks than has been usual 
during recent years. Again, the pre-Christmas stiffening 
of discount rates began this year earlier than usual. Normally 
the banks do not buy bills during December, both because 
they are losing funds through the Christmas currency with- 
drawals and also because they are preparing for the end of 
the year. In consequence discount rates always harden in 
the first week of December and remain firmer until the New 
Year. This year, however, discount rates began to rise in 
the last week of November. By early December the market 
rate for three months’ bank bills had risen to }} per cent., 
while hot Treasury bills were dealt in at #§ per cent. in 
place of the normal rate of 4 per cent. By December 3rd, 
too, the average tender rate for Treasury bills had risen to 
i per cent. This rise in discount rates of course is purely 
seasonal, even although it occurred this year a little earlier 
than usual. During December the payment of the half-year’s 
War Loan dividend accompanied hy the gradual repayment of 
the French railway’s sterling credit of £40 millions is releasing 
to the banks a large quantity of funds, and so a renewal of the 
previous ease may be expected so soon as the New Year has 
opened and the Christmas currency has returned from 
circulation. 

The Christmas currency requirements of the public, 
which may amount to nearly £30 millions, reduce the Bank of 
England’s Reserve as well as the cash holdings of the joint- 
stock banks. To provide for this, the fiduciary note issue 
has been increased temporarily from £200 to £220 millions, 
the increase to last from the middle of November to the middle 
of January. The exact procedure was that £20 millions of 
securities were transferred from the banking department to 
the issue department of the Bank of England. In return an 
additional £20 millions of notes were issued and pending their 
withdrawal by the public were added to the banking depart- 
ment’s Reserve. Thus the total assets of the banking 
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department were unchanged, and so there was no expansion 
in the credit base. The whole purpose of this operation was 
to prevent the Bank’s Reserve from being reduced to too low a 
level by the Christmas currency withdrawals, and there is 
no doubt that this purpose will be achieved. 

The Foreign Exchanges—A definite change occurred in 
the foreign exchange market during November. First the 
renewed weakness in Wall Street and the growing evidence 
of the American business recession inspired a widespread 
desire to withdraw funds from the United States. Allied with 
this was a growing feeling of confidence that France was 
beginning to turn the corner, and that after all French capital 
might be safer at home than in foreign centres. The result 
was a marked weakness of the dollar and an equally marked 
improvement in the franc. Spot exchange rates, it is true, 
did not move much, for the New York rate for sterling only 
rose to just over $5-00, while the Paris rate remained at about 
Frs, 147 to the pound. This stability, however, was entirely 
due to official purchases of dollars and sales of francs, and the 
American, British and French exchange funds were probably 
all working in the same direction. The net result was shipments 
of gold from New York to London and Paris, and more 
particularly a very welcome and considerable addition to the 
French Exchange Fund’s holdings of gold and foreign exchange. 
Part of this gold was transferred to the Banque de France, 
for its return of November 11th showed that it had gained 
Frs.3,100 millions of gold. Further evidence of the improve- 
ment in the French position was shown by the decision to 
repay in December the French railways’ sterling credit of £40 
millions. Approximately £25 millions of the money required 
for this purpose is being provided by new credits arranged in 
Switzerland and Holland, but this again illustrates the readiness 
of financial interests in these countries to make loans to France. 
Meanwhile the deterioration of the American position inspired, 
early in November, the rumour that the Administration was 
about to devalue the dollar and raise the American price of 
gold, as a means of arresting the business recession. This 
rumour was obviously fanciful, but it led to a sudden movement 
of foreign funds out of dollars and into gold. Dollars at 
once came on offer and there was an abnormal demand for 
gold in the London bullion market. To check this move- 
ment the authorities, who alone had gold available to meet this 
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extra demand, decided to stiffen the price, and so the London 
price for gold rose at one time to a premium of 17d. per ounce 
over the American shipping price, which is usually the basis 
of the London market price for gold. By the end of November 
this rumour had subsided and the premium narrowed to 
rod. per ounce. Still the fact remains that the main tendencies 
during November were the weakness of the dollar and the 
growing strength of the franc. 


The Stock Exchange.-—The weakness in the stock markets 
continued during the first three weeks of November, and 
many prices fell to new low levels for this year. Since about 
November 22nd, however, there has been a definite recovery, 
and in the industrial market at least about half the ground lost 
up to November 22nd had by December 2nd been regained. 
The same tendency was noticeable in the home rails market, 
while during the whole month the gilt-edged market, on the 
whole, maintained its strength. In the foreign bond market 
the threatened Brazilian defaults naturally caused a sharp 
drop in Brazilian bonds, while Chinese bonds were weak as 
a result of uncertainties regarding the war with Japan and its 
likely effect on the Chinese customs revenues. 


The rumour during early November of an impending 
increase in the American price of gold caused a moderate 
advance in gold-mining shares during the first ten days of 
the month. Later, when the absurdity of the rumour was 
realised, gold shares slipped back again and by the end of 
November the whole of this advance had been lost. Oil, 
rubber and base-metal shares followed the general trend. 
They fell heavily during the early part of the month, but 
latterly have shown a tendency to rally. 


The general impression is that by the middle of November 
many investors felt that prices had fallen so far as to more than 
discount any likely set-back in business or earnings. Once 
this view was formed, it was natural for a buying movement 
to develop, at any rate as a short-term operation, and this is 
probably what has recently occurred. At the same time, 
if prices improve by more than a certain amount, this buying 
movement will automatically be checked. It is impossible, 
therefore, at the moment to take more than a very short view. 


Overseas Trade——The usual autumn expansion in imports 
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and exports occurred between September and October, the 
actual returns being as shown below :— 


Oct., 1935 Oct., 1936 Sept., 1937 Oct., 1937 
(£ millions) 

















Imports 73°4 80-5 87-8 96-1 
British exports 39-9 41°8 44-3 47-2 
Re-exports... 4-7 4-6 2 5-7 
Total exports 44-6 46-4 49-5 52:9 
Import surplus 28-8 34-1 38-3 43-2 


Raw material imports have risen from £26-5 millions in 
September to £27-9 millions in October, in spite of the 
downward trend of the prices of primary products. There 
must, therefore, have been a considerable increase in their 
volume, but this is largely a seasonal movement. 





, 


| Increase (+) 
Description Jan.—Oct., Jan.—Oct., or 

1936 1937 | Decrease (- 
£ mn. r £ mn. | £ mn. 
Total Imports... ' 688-1 837-9 +149-8 
Retained Imports ‘ia + 637-8 772-9 +135:1 
Raw Material Imports . ea 199-6 259-9 + 60-3 
Manufactured Goods Imports ... bs 175-6 226°7 | + 51-1 
Total Exports, British Goods ... , 361-8 432-9 + 71-1 
Coal Exports... ~ 24-2 31-2 | + 7:0 
Iron and Steel Exports .. oe as 29-5 40-0 ; + 10:5 
Cotton Exports ... | 51-0 58-1 | + 71 
British Manufactured Goods Exports. 281-7 337-1 + 55-4 
Re-exports vee 50-3 65-0 {| + 147 
Total Exports 2.0.00 6.00 eee ee 412-1 497-9 + 85-8 
Visible Trade Balance ose . | 276-0 —340-0 — 64:0 


| | 





Last month it was suggested that the adverse visible trade 
balance for the whole of 1937 might be some £70 or £80 millions 
greater than that of 1936. For the first ten months of this 
year it is £64 millions greater, so that with two months’ returns 
still to be issued, it looks as if £80 millions may be nearer the 
mark. The real point of interest is whether or not this increase 
in our adverse trade balance will be fully offset by an increase 
in our invisible exports. That is still a matter of conjecture, 
but in any case the growth in our adverse trade balance, large 
though it is, need not cause any undue alarm. 
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the Commodity Prices—Wholesale prices continued to fall 
during November in both England and the United States. 
In England the decline during the month was 4:0 per cent., 
3 which is an unusually wide movement, while in the United 
States it was 3°4 per cent. Since last March British wholesale 
prices have fallen by 6-9 per cent. and American wholesale 
prices by 8-7 per cent. There are various explanations of 
the heavy fall. First there is the close connection between 
certain produce markets and the leading stock exchanges, 
and it was noticeable that when there was a rally on the 
London Stock Exchange at the end of November, the London 
metal market recovered as well. Next there is the business 








in recession in the United States, for America after all is one of 
he the world’s chief consumers of primary products. Then there 
ED is the dislocation of trade in the Far East owing to the war 
cir between China and Japan. Finally there is the growing 


surplus of cotton, which has inevitably depressed the price 
of that commodity. Thus while wholesale prices remain 
well above the levels ruling during the depression, it is easy 
to see why their recent trend has been downwards. During 
early December, however, there were signs of at least a 
temporary check. 
| Meanwhile the cost of living in England continues to rise. 
| The Ministry of Labour’s index number stood at 60 per cent. 
above its pre-war level on November 1st, compared with 
| 58 a month before and 51 a year before. The official 
index number of retail food prices for November 1st was 
46 per cent. above its pre-war level, compared with indices of 
43 for October 1st and 36 for November rst, 1936. It is 
noticeable that the recent decline in wholesale prices was 
largely confined to raw material prices, while wholesale food 
si prices have fallen to a much less extent. Also the recent 
de increase in the cost of living is largely a seasonal movement 
ns which by now should have reached its peak. 
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Home Reports 
The Industrial Situation 


The outlook for British industry has now become rather 
more difficult to interpret. On the one hand, many sections 
of industry, including iron and steel and the engineering 
trades, are still well supplied with orders which will last them 
into the middle of next year. On the other hand, there are 
signs that the autumn weakness of the security and commodity 
markets has begun to affect new business, particularly in 
the textile trades. Such evidence as is available suggests that 
the autumn business revival was this year a little less marked 
than usual, and during recent weeks there has been a slight 
set-back. November witnessed an increase in unemploy- 
ment. The October retail trade returns only showed an 
increase in value of 4:4 per cent. over the previous year, 
which is fully explained by the intervening rise in prices. 
There has been a drop in freight rates and an increase in 
idle tonnage. Electricity consumption is hardly up to its level 
of the earlier part of the year, while during October there 
was a slight drop in steel production. On the other hand, 
building activity is well maintained, and the demand for 
industrial chemicals remains steady. Generally speaking, 
it would be fair to say that the recent course of events in 
Great Britain compares very favourably with that of the 
United States. The set-back in British security and 
commodity prices is less than the decline in the United 
States, while so far Great Britain has escaped the serious 
business recession registered this autumn in America. On 
the other hand, a major reaction in America is bound to 
affect us sooner or later, and it may be that the recovery 
in British business which began in 1932-33 is reaching the 
end of its impetus. Even if this view is correct, it by no means 
follows that there will be a serious reaction. A much more 
likely eventuality is simply a halt to the upward trend of 
the curve. 

Overseas, reports from the Empire remain good with the 
possible exception of Canada, which is even closer to the 
United States than we are. There is no doubt now of the 
magnitude of the American recession. There is slight evidence 
here and there of less favourable conditions in South America, 
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and last month’s developments in Brazil were very disturbing. 
On the Continent, the upward trend of business has been 
checked in a number of countries. There is no marked decline, 
instead, the most recent reports suggest that the position has been 
fairly well maintained, but that there has been no further 
improvement. This is probably a fair description of the 
present business position in Great Britain. 


Agriculture 


England and Wales.—According to an official report, the 
lifting of the potato crop was carried out under excellent 
conditions. Some varieties are yielding a light crop, but in 
general tubers are of good quality and fair size. The yield 
per acre is forecast at 6} tons. Root crops have been adversely 
affected by the prolonged lack of rain. The yield of turnips 
and swedes is estimated at about 11 tons per acre, that of 
mangolds at about 17} tons, while that of sugar beet is now 
expected to average about 7} tons. Good progress was made 
with autumn cultivation during October, except in the case of 
the heavier soils. Both cattle and sheep have made progress, 
but milk yields are more difficult to maintain than usual. 


Scotland—With the open weather during November 
farm work generally is well forward, and winter wheat has 
been sown under favourable conditions. Farmers report 
a certain amount of disease among potatoes, particularly in 
the Eastern districts. Sugar beet has turned out a satisfactory 
crop in most areas. In practically every district rye grass 
and clover seeds have made vigorous and healthy growth. 
In the produce markets all classes of grain have been in fair 
supply with prices steady. Loadings of potatoes have been 
light and the demand continues poor. In the livestock 
markets store cattle and dairy cows were in evidence, and 
rates ruled easy, but fat cattle and store pigs were in rather 
better demand. 


Coal 


_ Hull—The market is quiet both for current and forward 
shipment. Collieries are quite well placed at the moment 
Owing to contract business, but in many cases this will be 
completed at the end of 1937. A substantial increase in the 
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volume of business for 1938 will be necessary in order to 
maintain the current high prices. 


Newcastle-upon-Tyne.—Stocks abroad remain heavy, and 
the market is consequently very quiet. A number of foreign 
railways are in the market for their supplies for next year, 
and it remains to be seen how this business will ultimately 
affect sales generally. In many cases contractors are dis- 
counting schedule prices in order to keep faith with the 
collieries for prompt business, but there is no forward selling 
on this basis. Coke remains a good market, although this 
is mainly owing to home consumption, demand from abroad 
being only moderate. 


Sheffield —The position remains very strong. Industrial 
requirements continue on a large scale, and the level of prices 
is well maintained. Export business is slow, but a few 
enquiries are coming to hand for forward delivery. Demand 
for household fuels is steady and normal for the time of year. 


Cardiff—The South Wales market is quiet. Buyers are 
showing little interest in forward contracts at present prices, 
and recent business has been mostly for pressing needs. 
Adequate supplies of large coal are freely available, but with 
the colder weather demand should improve and prices are 
expected to be maintained for some time. Washed sized 
coals, and especially washed smalls, continue scarce. 


Newport.—Foreign coal shipments during October 
amounted to 203,000 tons, compared with 198,000 tons in 
September, and 165,000 tons a year ago. Dock shipments, 
foreign and coastwise, totalled 273,000 tons, against 254,000 
tons in September and 215,000 tons in October, 1936. 


Swansea.—Better qualities and second quality anthracites 
have been given little attention lately, and the market 1s 
consequently rather unsettled. Third qualities and inferior 
grades, with few exceptions, have been moving consistently, 
and prices are firmly maintained. Smaller broken coals 
are firm, but enquiry is expected to slacken with Canadian 
shipments ceasing. Steam coals remain in good demand, and 
prices are firm. 


_ Scotland.—The export section of the Scottish coal market 
is very quiet, owing to the scarcity of new business with foreign 





oOo 








to | 
ann 
193 
of | 


am 


the’ 
Cle’ 
usir 
sup 
Sati 
to s 
of | 


weer Ve VN TV i ™= ~~ — hte 


—_—=™—Ss we = 


SS "lil 7 wrelU we 








725 


countries, where importers have found until recently difficulty 
in reducing their stocks owing to the mild weather. They 
are not only buying to a limited extent, but are also refusing 
to take up fully the coal which they purchased some time ago. 
Some collieries are consequently not fully employed. Fife- 
shire third class steams are plentiful, while all brands of steam 
coal are obtainable without difficulty in the Lothians. All 
descriptions of large coal are, however, in strong demand in 
Ayrshire, and the position as regards round coal in Lanarkshire 
is improving. In washed nuts trebles are still fairly weak 
and the smaller sizes strong in the East of Scotland, while all 
sizes are very busy in Ayrshire and heavily stemmed in 
Lanarkshire. 


Iron and Steel 


Birmingham.—Prices of steel have now been fixed for 
the whole of 1938. There is still stringency in the sectional 
side of the business, but in most other departments there is a 
distinct easing in the position as regards supplies. Continental 
and American markets are weak, and very heavy deliveries 
are expected from these sources before the end of the year, 
covering purchases made when the stringency was most felt. 
With the rearmament programme it is expected that trade 
conditions will take care of the very large outputs which are 
being produced to-day, and will also provide work for the 
increases in plant which will come into operation in 1938. 


Sheffield—All branches of the steel industry continue 
to be employed to capacity and order books are full. The 
announcement of the stabilisation of steel prices to December, 
1938, has been received with satisfaction. Plentiful supplies 
of basic steel scrap are available in the district, a considerable 
amount being imported. 


Tees-side——There is no sign of slackening in demand. 
Makers are not anxious to encourage further business until 
they have reduced the congested state of their order books. 
Cleveland foundry iron is very scarce and consumers are 
using quite substantial amounts of Continental pig to 
supplement supplies. East Coast hematite production is 
satisfactory, and output is being distributed sufficiently freely 
to satisfy most home consumers’ requirements. Stabilisation 
of basic steel prices over the whole of next year will enable 
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steel users to contract forward with confidence, a condition 
of great value to shipbuilders. It has not resulted in any 
expansion of business, as most of the steel-using trades have 
covered their immediate needs, but it is likely to lead to wider 
negotiations for supplies early next year. 


Walsall.—Malleable ironfounders are well employed. 
Activity is very fully maintained in the tube trade, and supplies 
are coming to hand a little more freely. 


Swansea.—The tinplate market was quieter during 
October than it has been for some months, and the tone was 
easier, particularly towards the end of the month. Makers 
were busy on contract orders, however, and the industry was 
employed at 79-37 per cent. of capacity. 


Glasgow.—The recent decision of steel makers in Britain, 
subsequently ratified by the Import Duties Advisory Committee, 
to stabilise prices over the whole of next year has been well 
received. Most branches of the iron and steel industry have 
plenty of orders on hand, and are practically independent of 
further contracts for some months ahead. Raw materials 
are still scarce, however, and although steps have been taken 
to increase the supply by larger imports from the Continent 
and America, outputs are not sufficient to meet consumers’ 
demands. Steelmakers are overwhelmed with specifications 
of material from all classes of consumers, and are assured 
of plenty of work for their plants for some months. All 
sections of the sheet industry are also busy, with the exception 
of galvanised descriptions, which are in comparatively quiet 
demand owing to the lack of business with Far Eastern markets. 
Makers of re-rolled steel bars and malleable ironfounders are 
busy. The tube trade is also well employed on the whole. 
The number of furnaces in blast in the pig-iron industry 
remains unchanged at sixteen, and apart from foundry sorts 
which are in reduced demand owing to the slowing down of 
house building, consumers’ requirements are fully maintained. 


Engineering 


Birmingham.—Production is maintained at the recent 
high level in most branches. There is still a shortage of 
skilled labour, and overtime is being worked in a number 
of sections. Some firms in the heavy steel trade and in tubes 
(other than stainless) have experienced a slight slackening of 
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business, but this is thought to be only seasonal. Con- 
structional engineers have full order books, but in some cases 
are held up by the shortage of supplies. Machinery manu- 
facturers have plenty of work on hand. Manufacturers of 
motor and wireless parts are busy. The nut and bolt, and 
stamping and forging trades are good, and the electrical trades 
are extremely active. 


Bristol—The constructional section shows little change. 
Aircraft and general engineering firms have continued to be 
very busy, and there is still a demand for skilled workers. 
The change in the weather towards the end of November 
was partly responsible for an increase in unemployment in 
the building industry. The completion of work on two large 
contracts has also been a contributory factor. 


Coventry.—The motor industry reports satisfactory trade, 
and a steady improvement in exports. One of the leading 
manufacturers is building a factory to be used entirely for the 
manufacture of a new light car, and two of the largest pressed 
steel body makers in the country have started to erect large 
factories. Business in motor cycles, especially for export, 
is expanding steadily. 


_ Leicester—Most branches are working to capacity, and 
immediate prospects are good. Export trade is moderate. 


Manchester.—Trade continues to be very good, and orders 
are coming in well. The drop in prices of non-ferrous metals 
should lead to further business, which has been held up 
owing to high prices. Manufacturers of machine tools and 
electrical equipment are very busy. 


Sheffield —The engineering trades continue well employed. 
All branches of the tool trade continue active, and in spite 
of the increased productive capacity demand still exceeds 
supply. Exports show a considerable increase over last 
year’s level. 


Wolverhampton.—Both the light and heavy sections are 
busy, and foundries continue to work at full pressure. Pro- 
duction is fully maintained in the electrical trades. 


Glasgow.—Shipbuilding and marine engineers are still 
well occupied, and there is enough work on hand to maintain 
full employment for several months to come. Owing to 
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rising costs, however, there has been almost a complete absence 
of new orders for mercantile shipping. There is a prospect 
of additional work for the Admiralty, but the continued 
reluctance of shipping companies to place orders for new 
tonnage makes the long-term outlook for shipbuilding yards 
most obscure. Marine engineers are active as plenty of 
contract work remains to be done, but the outlook is uncertain 
in view of the scarcity of new shipbuilding orders. 


Metal and Hardware Trades 


Birmingham.—There has been a slight slackening from 
the recent high level of production in the cold rolled brass 
and copper sections, and prices have been reduced. General 
hardware and hollow-ware trades also show some falling off 
in business, but conditions are still good. 

Sheffield—Employment in all branches of the cutlery, 
E.P.N.S. and sterling silver trades has improved, and the 
industry is, on the whole, busy. The table knives, pocket 
knives, scissors, and safety razor blade sections are particularly 
active. Demand for pewter ware shows a decided improve- 
ment. 

Walsall.—Full activity is maintained in the hardware 
trade. 

Wolverhampton.—Firms engaged in general hardware are 
busy, but demand for builders’ hardware has slackened, and 
employment in the lock industry has consequently decreased. 
The demand for hollow-ware is good. 





Chemicals 


Trade has been fairly active in most sections of the home 
chemical industry. Business in industrial chemicals and wood 
distillation products has remained steady, and is satisfactory 
for the time of year. A fair number of enquiries have been 
received for pharmaceutical and other fine chemicals. The coal- 
tar products market has been rather dull. Overseas trade 
continues toimprove. Imports for October showed an increase 
in value of £77,900, compared with October, 1936, and exports 
increased by £185,309. Total exports for 1937 to October 
are now £3 millions above the total for the corresponding 
period of 1936. 
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Cotton 


Liverpool.—Business on the “spot” market has not 
improved. Spinners display little interest in current prices, 
and mill buying of American cotton is below last year’s figures 
—a rather significant fact in view of the record new crop 
and the fall in price by 2d. per lb. Several interesting features 
have characterised the ‘“‘futures’’ market. The latest 
American crop estimate is 18,243,000 bales, whilst ginnings 
to November 1st were 13,164,000. “‘ Into sight” cotton, how- 
ever, for the season to November 13th at 8,016,000 bales only 
exceeded last year’s figure by 578,000 bales, indicating the 
quantity which is being withheld from the market. In 
estimating the extent of the diversion, the recently published 
figure of 1,858,000 bales taken into the “ Loan” must be 
considered. The seasonal “ hedge ’’ sale movement appears 
to have had little effect on prices, good Bombay buying of 
distant months having provided a sufficient offtake to absorb 
the contracts offering. Near positions show a fall of 20 to 
25 points on the month. 





Manchester—Trade in yarns remains very quiet, and 
although enquiries from several markets continue to reach 
Manchester, prices offered are generally too low, and very 
few orders are booked. Most mills continue to be fairly 
busy, chiefly with orders from the home market, but enquiry 
is also falling off in this direction. The cloth market continues 
dull, and any business transacted is of a hand-to-mouth 
nature. It is said in some quarters that the deliveries of 
orders placed early in the year are not being freely taken up 
by traders, and that it is quite possible that differences will 
be paid, thus throwing cheaper cloth upon the market. 


Wool 


Bradford.—The general tone of the market is quiet, and 
there is not much confidence even at the low prices ruling. 
Buyers are showing no inclination to enter into new commit- 
ments, and there is only a moderate amount of hand-to-mouth 
business passing. 


_. Huddersfield —The fall in raw commodity prices, coupled 
with the disturbed international situation, has brought about 
a marked change in the textile trade. Merchants and dis- 
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tributing houses bought freely during the period of rising 


prices. The mild weather which prevailed until the middle 
of November lessened the demand for accumulated stocks, 


and the position is aggravated by the public expression of 


fear of a general trade depression. Orders have consequently 
fallen off, deliveries of manufactured goods are not taken 
promptly, and there is a certain amount of idle machinery, 


Hawick.—In the Border tweed trade both manufacturers 
and merchants are awaiting more stable conditions before 
committing themselves very far, and most of the mills continue 
on short time. Hosiery manufacturers are in much the same 
position although the demand for knitted woollen goods for 
outer wear is rather better. Spinners and dyers remain 
quiet in sympathy with the other branches of the industry. 


Other Textiles 


Dundee.—Conditions in the jute market are still quiet. 
Sales are mainly confined to small quantities, and buyers are 
still somewhat unwilling to operate in both yarn and cloth. 
The allocation of the Government order for sandbags has 
now been made. 


Dunfermline.—Prices in the Fifeshire linen trade are still 
inclined to ease, and while the position of the raw material 
is firmer, purchases of manufactured goods continue to be 
made very sparingly. Wet spun yarns remain quiet, and 
although there is some enquiry for dry spun flax and tow yarns, 
business is on a small scale. 


Clothing, Leather and Boots 


Bristol—There has been a seasonal improvement in all 
branches of the clothing industry. Employment in the boot 
and shoe trade is fairly good. In the Kingswood area an 
export order for about 80,000 pairs of boots has come as 4 
windfall to boot manufacturers and workers in a bad season. 
The contract has been placed with five firms in the Kingswood 
and District Federated Boot and Shoe Manufacturers’ Associa- 
tion, and will keep 750 workers fully employed until the end 
of the year. 


Leicester—Home trade in boots and shoes continues to 
be uneven. Export trade is slack. The industry is working 
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at about 75 per cent. of the full capacity, but an improvement 
is expected with the more seasonable weather. In hosiery 
home trade is good in the underwear and outerwear sections, 
and export trade is fair. Conditions in the fancy hose section 
and in men’s and boys’ hose and half hose are fairly good. 


Northampton.—The usual seasonal reduction in orders 
for boots and shoes is again in evidence. Stocks in the hands 
of the distributors are being absorbed very slowly. The leather 
market remains busy, and there has been a large demand from 
repairers as a result of the recent wet weather. 


Walsall.—Tanners are quieter as buyers are holding off. 
Demand has been adversely affected by the continued period 
of dry weather, and prices have declined slightly. Manufac- 
turers of fancy leather and gloves are busy with seasonal 
orders for home and export. Glove makers are somewhat 
slack. 


Shipping 
Bristol—Trade has been well maintained, and imports 
have been average. Stocks of grain in the Port Authority's 


warehouses continue to increase, while stocks of other goods 
remain steady. 


Hull—Enquiry is very limited. Rates generally are 
somewhat easier in all directions. 


Liverpool—Moderate enquiries rule from United 
Kingdom coal ports, and rates remain steady. Black Sea 
demands for grain and ore show some improvement. River 
Plate homewards continue steady for the new season, but 
irregular for early loading. Miscellaneous enquiries from the 
Gulf and Atlantic-America are backward, with only a limited 
interest for grain. North Pacific ports continue quiet, while 
Easterns are steady. 


Newcastle-upon-Tyne-—The recent weakness continues 
and rates are now generally lower than they have been during 
the whole of this year. Even so business is quiet, and 
chartering is rather in favour of shippers. An improvement 
may possibly be expected if weather conditions abroad should 

den, as the mild November weather on the Continent 
brought little or no demand from our coast. 
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Southampton.—The improvement recorded in all branches 
during the first three quarters of 1937 was fully maintained 
in October, and the quantity of cargo imported revealed 2 
particularly substantial increase compared with October, 1936. 
Development in freight traffic this year has been very satis- 
factory, and the total tonnage of imports for the year is almost 
certain to establish a new record. South African trade has 
contributed largely to the advance in this direction, as imports 
of fruit, grain and sugar have all been much above the average 
this year. 

Cardiff—The freight market has been easier. The 
increase in tonnage available and the lack of new business do 
not promise any immediate improvement. 


Newport.—There has been a slightly weaker tendency in 
the market, although there is no surplus tonnage. The decline 
is attributable chiefly to a slackening in foreign demand for 
coal. 

Swansea.—Very little business has been quoted, and the 
market has been extremely quiet for all directions. The 
coasting market has been particularly inactive, and with 
owners offering tonnage more freely, rates have declined 
slightly. 

East of Scotland——There were seventeen vessels on 
loading turn at the Forth Coaling Ports at November 18th. 
Nothing very outstanding emerged in the Leith Dock returns 
for October, but trade generally was up to average. Freight 
markets move on restricted lines, with rates still inclined to 
ease. 

Glasgow.—Chartering of tonnage to carry coal is still 
very restricted. Only a few orders are quoting in the Baltic 
section, in which the demand for boats for discharge at Danish 
and Finnish ports has subsided. Owners are offering freely 
for business, and the tone is consequently easy. A minimum 
of enquiries are circulating in other sections, and rates are 
not being thoroughly tested. 


Foodstuffs 


Liverpool, grain——World shipments of wheat have been 
good, with the United States the leading exporter. North 
American markets were weak early in November, but reports 
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of extensive damage by frost to the Plate crop encouraged 
a better demand. The Argentine new crop surplus will 
probably have to be modified to upwards of ro million quarters. 
World importers’ requirements of 45 million quarters for the 
remaining thirty-six weeks of the season are being met 
additionally by North America, 17 million quarters, Australia 
11 millions and the Danube 5 millions. The revised crop 
estimates for Australia and Canada are interesting ; the former 
at 163 million bushels, showing an increase of 16 million 
bushels over last year, whilst Canadian production—one of 
the most disappointing crops on record—is not likely to 
exceed 185 million bushels, compared with 282 million bushels 
in 1936. A quieter tone has developed in the “ futures ” 
market and prices eased on balance 6d. per cental to a fraction 
below 8s. for current positions. This quotation is almost 
identical with that of the corresponding day of 1936. Maize 
prices have remained steady, closing at 6s. 2d. per cental, 
and arrivals at European ports continue to be heavy. 


Liverpool, provisions—The demand for Continental bacon 
has proved satisfactory at the lower price levels which are 
now ruling. American hams have met with a very moderate 
demand, at easier prices, while lard prices have fallen a little 
in sympathy with Chicago. There has been a good demand 
for canned meats at unchanged and firm prices, and there has 
been a steady demand for canned fruits, with quotations 
unaltered on balance. Following the recent sharp increases 
in the prices of butter, prices have eased again on a slower 
demand. There has been a fair enquiry for cheese at steady 
prices. 


Fishing 


Brixham.—Landings of wet fish during October amounted 
to 4,170 cwts., valued at £5,154, compared with 4,443 cwts., 
valued at £6,206, for the previous month. Prime fish maintains 
high price levels and sole has been making up to 1s. 4d. per lb. 
on the quay. 


Hull.—Landings for October amounted to 439,921 cwts., 
of a first hand value of £263,234, compared with 465,689 
cwts., of value £305,009, in October, 1936. Prices showed 
some substantial reductions compared with a year ago. There 
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were variations in both supplies and prices during October, 
and, generally speaking, trade was not altogether satisfactory, 
Landings around the coast have been considerably heavier 
than for some time, resulting in a reduced demand for fish 
from this Port. 


Penzance.—Fishing was rather slack during October, 
A few boats have continued lining, and trips have made from 
£35 down to £15. The pilchard fishing is finished, and boats 
are now preparing for the winter herring fishery. 


Scotland.—Stormy weather during the middle of November 
curtailed the operations of the Scottish herring fishing fleet 
at East Anglian ports, and results on the whole have been 
disappointing. An estimate from Peterhead places the average 
gross earnings for the season at £600. The white fishing 
round the coast has also been affected by stormy weather and 
fog, but moderate landings have realised satisfactory prices. 


Other Industries 





Paper-making and Printing.—Bristol reports that full time 
is being worked in all firms in the paper-making section. In 
other sections the working week has been reduced from 48 
to 45 hours per week, as from October 4th, 1937, without 
reduction in pay, and some local firms have consequently 
adopted a five-day working week. 


Edinburgh paper-makers report a further falling off in 
“ forward’ buying, and conditions generally are quieter. 
There is still the fear of a further rise in the price of the cheaper 
kinds of paper owing to difficulty in obtaining wood pulp 
and increasing costs of production. The printing trade 1s 
busy in all its branches, with a considerable volume of work 
coming up from London, and there is practically no unem- 
ployment at present. 


Timber.—Hull reports that although demand from inland 
buyers remains steady, there has recently been a noticeable 
easing of prices both between shipper and importer, and 
between importer and merchant. This tendency started with 
the sale of the Russian balances, and was continued to a lesser 
degree by Scandinavian sellers, To a large extent it is due to 
shippers’ desire to dispose of goods prior to the onset of ice 
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at shipping ports. As, however, there will now be a period of 
four to five months in which little can be shipped, there is 
ample time for commodity prices to harden all round, in which 
case timber will no doubt come into line. 

Newport reports that pitwood imports were at about the 
same level as in September, and better than a year ago. Other 
timber imports were small. 
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Overseas Reports 


Australia 
From the National Bank of Australasia Limited 


Secondary production, business activities and building 
operations are well maintained despite the recession in 
commodity prices. The Stock Exchange is strong for consols 
but has weakened slightly for industrials; base metal mining 
shares have been adversely affected by falling metal prices, 
Trading bank averages for the September quarter disclose 
an increase in deposits of £24,000,000 since the previous 
September, with substantial additions to banking reserves 
in London. The employment position has improved further. 
Imports for the four months to October, 1937, total £37,000,000 
sterling, and exports £38,000,000 sterling. 

It is estimated that the wheat harvest will be equal to 
that of previous season. Butter production is expanding 
following good rains in the main dairying districts. 

A later cable states that in the tropical pastoral divisions 
the monsoon rains are being anxiously awaited. In most 
other parts conditions have improved recently. Large export 
surpluses of the main rural products are now assured, but 
price recessions overseas may produce unfavourable reactions. 

On the Stock Exchange industrials have fallen further, 
but very little compared with New York and London. The 
underlying tone is fairly firm. 


Canada 
From the Imperial Bank of Canada 


Industrial activity is well maintained. Employment has 
increased to near pre-depression high levels, and business is 
good except in the drought areas in the West. But certain 
indices reveal that recovery is losing its momentum and signs 
of a recession are apparent in the stock market and, to a lesser 
extent, the commodity markets. 

Apart from the drought areas agriculture is healthy, with 
high prices prevailing. The wheat surplus problem has been 
solved, and with exports to date less than half their level of 
last year, stocks are no more than normal. Credit conditions 
are easy and rising revenues bring hopes that the Federal 
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budget may be balanced. Debt problems, however, still 
cloud public finance. Bank clearings have revealed the effect 
of the drought and of the break in the stock market. Wholesale 
prices have generally maintained their level, but metals for 
armaments have been irregularly lower. The general economic 
index has been declining and is about 5 per cent. below its 
level of a year ago. 

Uncertainty appears to be based on foreign rather than 
domestic factors. The position in the United States is of 
paramount importance. The general opinion is that there is 
no reason for a serious depression, and that this is simply 
the correction of over-speculation, and will be followed by 
further recovery. 


India 


Bombay.—The cotton market has been depressed by 
overwhelming supplies in America, political a the 
Wall Street slump, and the general lack of demand. There 
was, however, a bottom limit from which prices subsequently 
recovered. Only Indian mills are buying in quantity. Owing 
to adverse weather, prospects for the Indian crop are not so 
good, but the yield is expected to be within a few lacs of last 
year’s large production. 

Trade in piece-goods over Divali was disappointing, 
particularly in imported goods. Both Manchester and 
Japanese prices were lower, but demand failed to respond. 
Requirements are being met from stocks. The local goods 
market has been brighter. Labour troubles are threatening, 
but a general strike is not expected to materialise. 

The yarns market has been steadier, but cotton weakness 
has affected it. 


Calcutta.—The loose jute market reopened steady after 
the holidays, but business has been rather restricted. Baled 
jute has been very dull. Hessians and heavy goods have 
been firmer in sympathy with raw jute. Consumers’ demand 
for shellac has been slack. The Kusmi crop has so far been 
poor, and arrivals are scarce. 

The quality of tea on offer has shown an improvement, 
but in spite of a fair general demand prices have declined. 
A further decline is probable in view of the general anticipa- 
tions of a further increase in the quota at the end of December. 

















738 


_ Business in hides is again dull, and with falling demand 
prices have declined. In skins business is at a standstill, 


Burma 


Rangoon.—lInterest in old crop rice has been maintained 
by a small Japanese purchase. When hostilities are over 
it is expected that both Japan and China will buy. The period 
being between seasons, the market is hesitant about the new 
crop. The European timber market is dull and lifeless, and 
while the Indian market is fairly firm, prices are declining. 


In hardware all sections of the bazaar continue extremely 
quiet. Demand from up-country has not yet materialised and 
selling rates are mostly below current replacement costs. Both 
Japanese and Continental prices are becoming firmer, but 
there will be no further purchases until consumption revives. 


Irish Free State 


Farm work is well advanced and pastures unusually good. 
Livestock have benefited from favourable weather and are 
in good condition. Stocks of hay are abundant. The quality 
of the wheat crop has proved good. The oats and barley 
crops have been variable but generally good, and root crops 
well up to average. Sugar beet has not been quite so good. 
Demand for cattle has continued keen. Farmers with sufficient 
fodder are expected to stall-feed an increased number of cattle 
in the coming months as compared with recent years. 





The report of the Imperial Economic Committee reveals 
that exports of cattle, following a decline from 1930 to 1934, 
have since increased to 728,000 in 1936. The Free State is 
the biggest exporter in the world, with 30 per cent. of the total. 


France 
From Lloyds & National Provincial Foreign Bank Limited 


The adverse visible trade balance for the first ten months 
of this year was Frs.14,638 millions, compared with Frs.7,546 
millions last year. This increase is due largely to heavier 
imports of raw materials. 
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The trade returns are summarised below :— 




















Jan.-Oct., Jan.—Oct., Difference 
1936 1937 

Frs. mill. Frs. mill. Frs. mill. 
Imports— 
er See eee 6,065 8,468 + 2,403 
Raw Materials nae ‘on 10,596 20,095 + 9,499 
Manufactured Articles ves 3,015 5,283 + 2,268 
Total... ~ 19,676 33,846 +14,170 

Exports— 
Foodstuffs... — ose 1,879 2,653 + 77 
Raw Materials ase eee 3,437 6,834 + 3,397 
Manufactured Articles one 6,814 9,721 + 2,907 
Total ... .e 12,130 19,208 + 7,078 





It will be seen that the franc value of imports has increased 
by approximately 72 per cent. whilst exports have increased 
by 58 per cent. as compared with the first ten months of last 
year. 


The number of registered unemployed on November 13th 
was 325,497, compared with 406,444 at the same time last 
year. 


Railway receipts from January 1st to November 4th 
are given below. These show an increase of Frs.1,698 
millions, or 20 per cent. compared with the same period last 
year. It must be remembered that railway charges were 
considerably increased on July 2oth last. 

Difference as 





Receipts compared with 
last year 
(Frs. thousand) 

Alsace and Lorraine we Moe ia 736,840 + 201,669 
Est ... ae waia ov me — 1,456,239 + 284,096 
Etat ... jac —_ mee sien “a 1,588,296 + 229,785 
rr eee + 297,560 
Orléans and Midi ... eS nae re 1,896,994 + 198,536 
P.-L.-M. ... _ ont een aa 2,816,770 + 486,250 
Total — a isi _ 10,079,339 + 1,697,896 





_It is estimated that the deficit at the end of the year will 
be in the region of Frs.6,000 millions, and it is proposed to 
increase railway charges by a further 25 per cent. as from the 
beginning of next year. It is expected that there will be a 
large increase in receipts in 1938, but against this, expenditure 
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will also be higher. The wage bill will be increased by 
approximately Frs.750 millions, and the increase in the price 
of coal is considerable. In addition the full effect of the 4o- 
hour week will not be felt until next year. 


Arrangements have been made in Amsterdam for a loan 
to the French Railways of Fl.150 millions. 


Post Office receipts for October were Frs.385 millions, 
or Frs.62 millions higher than in the corresponding month 
last year. For the first ten months of the current year, receipts 
amount to Frs.3,376 millions, which represent an increase 
of Frs.344 millions, as compared with the same period last 
year, budget estimates being exceeded by Frs.172 millions. 
It will be remembered, however, that rates were increased 
on July 12th last. 


A further increase in the cost of living is shown in the 
official October index figures. 
Retail Prices of 34 Household Requisites 


(1914 = 100) 
1936, May ... ees nee ine — .. 4459 
October ai sia ee ne ~ ae 
1937, September .. lien mi ee --- 642 
October oi on ies ane — 


Compared with a year ago the increase is 27°57 per cent. 
and compared with May, 1936—the date immediately prior 
to the introduction of the new social laws—the increase is 
43°13 per cent. 


The better tendency in the Stock Exchange which prevailed 
at the end of last quarter has not been maintained owing to 
the continued hesitancy of foreign markets. French Rentes 
dropped appreciably. Bank shares were better, but raw material 
shares, and especially rubbers, followed the fall of commodities. 
Gold mines rallied slightly and oil shares improved. 


Le Havre.—Cofiee prices, already weak in a depressed 
market, lost more ground on the announcement of the reduction 
of the export tax on Brazilian coffee from 45 milreis to 12 
milreis, which caused a heavy fall in prices. The cancellation 
of the restrictions in the Exchange market in Brazil have not, 
for the moment, improved the price situation which remains 
unsettled and depressed. Deliveries have, on the whole, 
continued fairly good for growths other than Brazil, but 
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arrivals have more than equalled them. Stocks awaiting 
clearance stand at 646,000 bags, an increase of 11,000 on a 
month ago. 


Cotton prices have been irregular and weak in a featureless 
market, but the huge crop estimate of 18,243,000 bales, recently 
forecast by the U.S. Department of Agriculture, had but little 
effect. A large proportion of the present crop has so far been 
withheld, including more than 2 million bales which have gone 
into the Government’s loan. Uncertainty as to the United 
States Government’s future agricultural policy continues to 
weigh on the market. Part of the recent arrivals has gone to 
increase the stocks, which now amount to 208,000 bales, as 
against 159,000 bales a month ago. In some cases deliveries 
to spinners have been postponed. 


Lille—Among cotton spinners business remains quiet 
with prices firm. Contrary to general expectations the 
reported increase in crop estimates did not further depress 
prices, which instead showed a tendency to rise. Orders 
received, however, are on a smaller scale. Among spinners of 
fine counts demand for export, notably to Belgium, shows 
signs of expansion, but spinners of low to medium counts are 
not so well placed, and hours have been cut by agreement 
to a four-day week. Some improvement is reported in cotton 
fabrics, both for export and for the internal market, and 
increased demand for yarns by the weavers may be expected. 


The situation is, however, overshadowed by the continued 
increase in the cost of living, which is bound to lead to renewed 
demands for wage increases. The flax market has been more 
active, under the influence of a gradual marking down of 
prices, which brought in a considerable volume of replacement 
orders. The price has since shown an upward tendency 
and buyers are holding back. Demand from the trade shows 
little improvement, and spinners find it difficult to cover 
replacement costs. 


The general fall in prices of other textiles has unfavourably 
affected linen goods. On the other hand it is feared that the 
monopoly may create a scarcity of the raw material, and that 
in consequence there is little prospect of a reduction in price 


to enable the old parity between cotton and flax to be 
established. 
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Roubaix.—Prices for raw wool and tops have steadily 
declined in sympathy with the fall in the primary markets. In 
spite of the prices being now more in line with the market, 
demand remains scarce. Business in noils is still restricted, 
especially for the home market. There is a little more activity 
in the combing section now that the new clip is arriving, but 
combers have few new orders on hand. Enquiries for yarns 
remain poor and most spinners are still working at not more 
than 32 to 36 hours a week. There is not much change in the 
piece goods trade. In view of the big rise in textile prices, 
due largely to the new social laws, it is difficult to see how an 
expansion in the home market can come about in the near 
future, as there has been practically no increase in purchasing 
power. High production costs have also handicapped the 
export trade. The recent further drop in the value of the franc 
afforded some relief, but French prices are still too high to 
compete with much success in world markets. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


_ Antwerp.—The port traffic in Antwerp continues to be 
satisfactory. 


The terminal market for combed wool has been very 
active, sales registered constituting a record with the result 
that quotations have been marked down during the past month. 


A slight increase in unemployment has to be recorded. 
This is particularly noticeable in the diamond industry, where 
20 to 25 per cent. of the workmen have been dismissed. 
Although many industries continue to show good results, 
the market value of shares has in some cases decreased con- 
siderably. The severe and unexpected drop in price of 
Brazilian Traction shares and Brazilian Government Bonds, 
for both of which there is a large market in Antwerp, has added 
to the general depression on the local Stock Exchange. 


Brussels —The position in the iron and steel market 
generally remains quiet and a further serious reduction in the 
volume of new business is noticeable, with the result that 
short time is now being worked in many places. Officially 
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prices are being maintained, but measures are being adopted 
to counteract American competition. As regards coal a 
better equilibrium is noticeable, for whilst the demand for 
domestic qualities, particularly anthracite, remains intense 
there is a serious improvement as regards delays for delivery. 
Demand for industrials is, if anything, slightly easier apart 
from smalls. Stocks on November ist were 512,000 tons, 
against 493,000 in October. 


Germany 


During October the number of unemployed rose by only 
33,000 to 502,000, last year’s figure being 1,077,000. The 
demand for skilled labour continues, and only in few industries 
will the winter season make any difference. Exports are 
usually large in October, and this year they rose by Rm.so 
millions to Rm.544 millions. Imports rose by Rm.23 millions 
to Rm.485 millions. The export surplus, Rm.59 millions was 
below that of last year (Rm.75 millions), owing to food require- 
ments. The food problem has been aggravated by an epidemic 
of foot and mouth disease. Great importance is attached 
to higher iron ore production. The plants of the Reichs- 
werke Hermann Goering are being rapidly built. To work 
the new ore three furnaces are to be set in blast, with an annual 
capacity of 6 million metric tons of raw steel. Germany’s 
total production in 1936 was 19-2 million tons. Including 
private industry the total steel production should be 24 
million tons in a few years. Persistent efforts are being 
made to increase other raw material supplies. Success has 
been achieved in light metals, bakelite, and artificial wool 
(Zellwolle). 


Holland 


The recession in the United States and the break in 
commodity prices have had some effect in Holland. Activity 
in several branches of industry has declined and unemployment 
has increased, particularly in the very sensitive diamond 
industry. Lower freight rates will doubtless ultimately affect 
shipping companies, but as yet the position is satisfactory, 
the whole fleet being in commission. 

Foreign trade showed a substantial increase in October, 
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due to a sharp rise in imports. The following table shows No 
the development of overseas trade :— 
ten 
FOREIGN TRADE OF THE NETHERLANDS reg: 
In millions of guilders e 
Percentage of xp 
Imports Exports Imports covered sur 
by Exports 
1936 1937 1936 1937 1936 1937 
January ... 79 106 50 73 63-6 68-9 
February ... 74 105 50 79 68-0 75-2 
March... 79 125 55 94 69-3 75-4 
April ..» 81 142 57 101 70-8 = 71-1 
May . 76 128 53 90 69-3 70-3 
June we TT 140 53 95 68-9 67-7 
July .. 80 146 60 102 75-0 69-7 
August ... 82 122 63 98 77-4 80-3 
September... 82 130 72 113 87-7 86-9 Kr 
October ... 92 149 76 106 82-1 71-4 hig 
Total ... 802 1,294 590 952 73-5 73-6 as ¢ 
As a result of the continued rise in the price of foodstuffs, Sta 
the wholesale price index has not yet followed the fall in at 
international commodity prices. The indices are set out 
below :— rost 
INDEX NUMBERS OF WHOLESALE PRICES Ig! 
(1926-1930 = 100) 
Raw Manufactured 193 
Foodstuffs Materials Products Total frot 
September, 1936... ...  65°8 48-4 66-1 62-6 — 
January, 1937... ...  73°3 69-3 74-2 73° mil 
April, < tio Se 74-3 79-5 17-1 | 19 
July, rei 70-8 80-1 717°5 win 
August, a .-» 842 69-9 80-3 77-6 d 
September, ,, «.. . 84-2 67-9 80-1 76-9 ec 
October, 4» «- « 83°5 66-8 80-0 77-0 
Percentage change— rise 
Since Sept. 1936 ... +19°0 +380 +21-0 +423-0 
Since Sept., 1937 woe $17 —16 —Ol +01 3 
. f us 
The liquidation of the farmers’ subsidy has begun. The to | 
levy on meat has been discontinued. The planned reduction 193 


of the stock of cattle has suddenly been achieved owing to an 
outbreak of foot and mouth disease, and the 1938 breeding 
restrictions are being relaxed. 

The Stock Exchange has been dull. The foreign exchange 
market has been active, and the gold reserves of the Neder- 
landsche Bank have again increased. 
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Norway 

Foreign trade figures for October display a declining 
tendency in comparison with the September figures, both as 
regards exports and imports. The surplus of imports over 
exports amounts to Kr.22-9 millions, which is the smallest 
surplus of the year :— 











Oct. Sept. Oct. Jan.-Oct. Jan.-Oct. 
1936 1937 1937 1936 1937 
Kr. mill. Kr, mill. Kr.mill. Kr.mill. Kr. mill. 
Imports ... oes 87-0 110-8 93-4 737°3 1054-2 
Exports... ... 65-0 73-7 70-5 541-7 656-8 
Import surplus... 22-0 37-1 22-9 195-6 397-4 








At the end of the first ten months imports are higher by 
Kr.316-9 millions, or about 43 per cent., and exports are 
higher by Kr.115-1 millions, or a little more than 21 per cent., 
as compared with the same period of last year. 

The wholesale price index of the Central Bureau of 
Statistics, as at November 15th, stands at 160, as against 161 
at October 15th. (1913=100.) 

The general cost-of-living index, as at October 15th, 1937, 
rose one point from the preceding month to 171. (July, 
1914= 100.) 

The municipal indebtedness in Norway, as at June 3oth, 
1937, declined by Kr. 43-1 millions during the last fiscal year, 
from Kr.1,271°4 millions on June 30th, 1936, to Kr.1,228-3 
millions on June 30th, 1937. Of this total amount, some 
19 per cent. represented loans raised abroad. Since 1926, 
when the municipal debt reached its high water mark, it has 
declined by Kr.278-8 millions. 

The monthly index of industrial production shows a 
rise of 4 points in September, as compared with September, 
1936, of last year, but a decline of 6 points as compared with 
August, 1936, or 4:3 per cent. The decline is chiefly due 
to labour disputes in several industries. (First half-year of 
1933=100, adjusted for the varying number of working days.) 


Home Market Export Total of 
Year Industries Industries Industries 
Aug. Sept. Aug. Sept. Aug. Sept. 
1934 ... “i. 2 117 96 102 106 112 
1935 ... ——— 124 95 103 106 117 
1936 ... os dee 136 105 117 122 129 


1937 ... «s 3G 143 123 115 139 133 
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The number of unemployed amounted to 29,063 in 
October as against 25,431 in September. The figures of 
October and September of last year were 31,332 and 28,122 
respectively. 

The agreement in force between the producers of 
mechanical wood pulp was prolonged for a period of three 
years at a meeting in Stockholm in the last days of October, 
The agreement was originally established in April, 1935, to 
run for three years. The new agreement may be denounced 
by one of the parties after two years. Practically all Northern 
suppliers (Finnish, Norwegian and Swedish) have joined in 
the agreement. 


Sweden 


The timber market has shown continued weakness, but 
dealings for 1938 delivery are now increasing, with prices 
higher than they were for delivery this autumn. Initiative 
has come as much from buyers as from sellers. So far most 
of the business has been with Germany and Denmark. The 
turnover in cellulose has been very small, the decline in the 
American paper market, which takes about half Sweden's 
exports, being largely responsible. Prices are still firm, but 
there may be readjustments for 1939 delivery. The mechanical 
pulp price level is on the whole unchanged. 

Sales of paper have so far been satisfactory. Consumption 
has kept up, but buyers are biding their time pending a possible 
cyclical change. In newsprint America is the centre of interest, 
stocks being as much as two months’ consumption, due to 
a decision to raise prices at the end of the year. Swedish 
mills have good orders for kraft paper at prices above the 
minimum. Costs of production, however, both raw material 
and wages, are rising, and Scankraft has a scheme to restrict 
production if orders fall off. The same holds good for sulphite 

aper. 
vi The weakness of the Swedish iron market is still more 
pronounced. The supply of orders is falling off and most 
prices have declined. Orders, once sufficient for five or six 
months, are now hardly sufficient for three months ahead. 
Fresh labour agreements have fixed higher wages for the next 
two years. 

Although prices for scrap were fixed officially at Kr.80-85 
per ton, only Kr.70 has been paid. The attitude of the foreign 
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cartels is being awaited, but Swedish works intend in any case 
to keep up their production as long as possible. 


Denmark 





A bill is now before Parliament to alter the existing system 
of import licences, but trade generally is disappointed that their 
abolition was not decided upon. Agricultural statistics for 
1936-37 show a net surplus of Kr.55 per hectare, which is 
Kr.33 less than in 1935-36. Higher wages and higher prices 
for imported raw materials, combined with a small harvest and 
low butter and egg prices, are the main factors responsible. 
For the current year better results are expected, although 
many farmers, overburdened with debt, still need support. 
Agricultural prices, moreover, have risen, but remain unstable. 
A month ago butter was quoted at Kr.272 per 100 kilos., 
from which it rose in two weeks to Kr.296. At this level 
demand began to be checked, and in a further two weeks the 
price fell to Kr.256. Eggs have been fluctuating between 
Kr.160 and Kr.176. Bacon has been quiet with prices between 
Kr.162 and Kr.164. 

The foreign trade returns for the first ten months are 
as follows :— 

First 10 Months of 





1936 1937 
Kr. mill. Kr. mill. 
Imports ... ne a oo 1,2906-4 1,427-4 
Exports ... aoe ~~ << 2 80e°o 1,315-4 
Import surplus ... me aes 54-5 112-0 





The foreign exchange reserves of the National Bank have 
risen in the month from Kr.g-6 millions to Kr.31-8 millions, 
a capital influx being partly responsible. The shipping freight 
index fell from 207-7 to 199°5 in October and shipping shares 
have dropped from 7 to 26 points. The industrial production 
index fell in September from 133 to 132 (1931=100). The 
textile group showed the greatest decline, falling from 139 to 130. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


Business on the bourses has been quiet, but Government 
bonds have kept steady. The 4 per cent. French Railways 
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Loan launched in Switzerland has not yet been placed on the 
official list, but unofficial dealings are taking place at 99 per 
cent., which was the issue price. The most interesting 
financial event is the signing of a “‘ Gentlemen’s Agreement ” 
between the National Bank and all other banks operating in 
Switzerland regarding “‘ hot money.”” The objects are :— 

(r1) To stop hoarding, which has reached large 
proportions, of Swiss bank notes by foreigners in safe 
deposits ; 

(2) To reduce the excessive amount of Swiss franc 
balances held in this country by persons not resident 
in Switzerland. 

It is felt that these foreign-owned funds will never be 
invested in the Swiss economic structure, that they are only 
taking temporary refuge here, and that at the first sign of alarm 
they would be transferred to some other country. They 
constitute a very serious danger for the Swiss Exchange. 
It has been agreed that the banks will not accept any Swiss 
money at sight from non-resident foreigners. The minimum 
period for which deposits will be accepted, will be at not less 
than three months’ notice. Any such funds which are placed 
for a period not exceeding six months will be charged a com- 
mission of 1 per cent. perannum. Certain exemptions are made 
as regards foreign banks and commercial accounts, provided the 
balances they maintain correspond to their normal working 
requirements. Private accounts where average balances do 
not exceed Frs.5,000 are exempt from these restrictions, and 
in the case of private accounts which are utilised by clients 
for stock exchange transactions, an average of Frs.20,000 
is allowed without restriction. 


Morocco 


From the Bank of British West Africa Limited 


Seasonal inactivity is reported from all the chief business 
centres of Morocco, and as the Fast of Ramadan began 
on November 4th little revival is expected during the next 
month. Heavy rains have fallen over the whole country 
and early ploughing is well advanced. 

The recent political disturbances in certain Native 
communities in the French zone have had a negligible effect 
on business, and the prompt measures taken to deal with the 
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ring-leaders have been effective. During the past month 
the first shipment of about 1,000 tons of crude petroleum from 
the French zone of Morocco was made to France, and the 
important new iron ore mines south-west of Casablanca have 
also begun to make shipments to this country and Belgium, 
which are expected to absorb the output. Barley is being 
imported duty free from Turkey and Yugoslavia, and also 
maize from Yugoslavia (duty paid), for native requirements, 
which are still urgent owing to this year’s crop failure. The 
cotton goods market shows a heavy drop in prices, in sympathy 
with prices in Japan. Tea prices have also dropped as much 
as 10 per cent., and large shipments continue to arrive regularly 
from Shanghai, where prices remain firm. 


The United States 


The fundamental change in the economic situation is 
expected to alter Congress’s political programme. Advocates 
of various economic policies are strongly vocal, and the session 
is generally regarded as critically important. Business activity 
continues to decline, but the rate of decline has become less 
precipitate. The present recession is clearly due to a lack of 
confidence. There are many of the pre-requisites of brisk 
trade present, but they are subject to a number of adjust- 
ments of prices and costs. This affects residential building, 
expansion of public utilities, railway equipment, etc. There 
is plenty of money available for investment, if the owners can 
be assured of safety and a reasonable rate of return. 

The effects of the Wall Street slump are shown by the 
following figures. The total valuation of all shares listed at 
November rst was about $15,000 millions below their value at 
August 2nd. In bonds the depreciation amounted to $1,410 
millions. Brokers’ loans at the end of October at $725,600,000 
were about $313,500,000 less than they were a month earlier. 

The fall in commodity prices has affected sugar and rubber, 
and excess supplies of sugar are expected to accumulate. 
Export sales of copper have offset the drop in domestic con- 
sumption, but the price of tin has fallen by about 25 per cent. 
in three months. The tin-plate industry, which not long ago 
was fully employed, is now working at only 60 per cent. of 
capacity. 

With only 151 furnaces in blast on November rst against 
181 a month earlier, pig-iron production fell to 2,892,629 tons 
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in October, the average daily output being about 18 per cent, 
lower. Steel manufacturers report a falling off of 21 per cent., 
and the industry is working at only just over 40 per cent. of 
capacity. 

Exports of cotton to October 1st totalled 2,042,100 bales, 
the comparable 1936 figure being 1,844,600 bales. The 
estimated cotton harvest at 18,243,000 bales is 5,800,000 bales 
more than in 1936, putting the trade in an uncertain position. 
Comparative price steadiness is attributed to Government 
loan purchases. Consumers of cotton cloth are holding off. 

Estimates of all crops for 1937 are well above the 1936 
harvest figures. 


South America 
From the Bank of London & South America Limited 


Argentina.—Considerable damage to crops has been 
caused by frost in some areas, and the total loss is estimated 
at 20 to 25 per cent. of the total forecasted wheat crop. 
Elsewhere ripening continues well. Cutting has begun in 
the North. Sowing of early maize is complete, and develop- 
ment is satisfactory, but more rain is needed in the West. 
The Argentine grain market was firm early in November. 
Trade in cattle has been good, but the wool market has 
remained quiet. 


Brazil—The new constitution was promulgated on 
November roth. According to a report dated November 24th, 
a meeting of the various Ministries was called by the President 
of the Republic on roth instant, at which it was decided to 
submit the Federal Budget to a complete revision so as to 
bring it into line with the new Constitutional programme. 
In consonance with this action, the Government resolved to 
suspend immediately the external debt service, and the 
Minister of Finance was authorised to commence negotiations 
with the interested parties for the purpose of reaching fresh 
agreements within the country’s capabilities. This suspension 
does not affect Brazil’s current obligations in respect to the 
liquidation of commercial arrears. The President of the 
Republic had previously referred to the subject of the foreign 
debt service in connection with the abolition of the official 
exchange quotas. He had declared that it was essential to 
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restore the exchange market to normality, but that, as the 
35 per cent. official quota had been necessary to maintain 
the service on the Republic’s foreign loans, its abolition 
necessitated the suspension of interest and redemption pay- 
ments on the external debt until a re-examination of Brazil’s 
obligations had been effected. Since the promulgation of the 
new Constitution, the announcement of the suspension of the 
foreign debt service, and the publication of the Decree Law 
cancelling the official exchange quotas, export bills have been 
offered freely, and the exchange value of the milreis has 
improved rapidly. The Banco do Brasil no longer quotes any 
official rates, but is now operating in “ free’ exchange with 
other Banks. It is presumed, therefore, that there will now 
be only one basis of rates, and that henceforth the exchange 
market will be governed by the laws of supply and demand. 
The restrictions which were imposed in October last owing 
to stringency in the exchange market have not yet been 
removed. Consequently, exchange can be sold only for 
prompt liquidation in cover of imports; the daily quotas in 
respect of exchange supplied to the principal remitting 
concerns remain in operation, and, for the present, private 
remittances are allowed only for small amounts. 


Chile-—Prices of agricultural produce are falling. The 
produce markets are seasonally quiet pending the harvest. 
Weather conditions have been good. The foreign exchange 
market is inactive, as merchants are only covering immediate 
requirements, and wholesale and retail business at Valparaiso 
is also very quiet. 


Japan 


The armament and allied trades are working at capacity. 
Textile trades have suffered a definite curtailment of new 
business and have had to curtail their operations drastically. 
Imports are under strict control and are tending to diminish, 
whereas exports are well maintained. An export surplus has 
been recorded in recent months. The note circulation 
continues to expand, but wholesale commodity prices have 
declined slightly. Security prices have barely recovered. 
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Statistics 
BANK OF ENGLAND _ 
Issue Department 
~ Other . 
cuNien | St | Gore elt.) ee | Me | 100 
19X 
£ mn. £ mn. £ mn. £ mn. £ mn. £ mn. £ mn. 

End March, 1931 357°1 11-0 232-0 12-9 4-0 260-0 144°5 1931 
- » 1932 360-5 11-0 240-9 19-3 3°8 275-0 120-8 1932 
1934 378-8 11-0 245-4 0-1 3:5 260-0 191+] 

1935 381-4 11:0 246-7 0-2 21 | 260-0 | 1925 1933 
os » 1936 406-5 11-0 246-5 1-5 1-0 260-0 200°6 1934 
” 9 1937 473-8 11-0 187-0 2-0 — 200-0 313-7 
1935 
Nov. 17, 1937 481-1 11-0 208-1 0-8 —_ 220-0 326°4 1936 
Nov. 24, 1937 480-4 11-0 207-7 1-2 — 220-0 526°4 
1936 
Banking Department 
1937 





Govt. Discounts Other 


Public Bankers’ Other Secur- and Secur- | Reserve. Propor- 1936, 








Deposits. Deposits. Deposits. ‘iries, Advances.| ities. Gen. 
1937, 
£ mn. £ mn. £ mn. £ mn. £ mn £ mn £ mn. % —— 
End March, 1931 17-2 58-8 34-7 30-3 24-6 25°7 48-3 43°6 
P " 1932 | 27-2 54-6 34°4 35:7 | 11°7 | 51-1 | 3-9 | W9 — 
1934 17-5 94-5 36°9 77°1 5-6 11-0 73°4 49-2 
1935 20-1 96-6 41-2 87-6 5°6 11-4 71-7 45:3 
1936 18-0 83-6 37-0 80-3 5-0 16-7 54-9 39°6 
1937 52-2 62-3 38°5 100-5 7-1 22-9 40-8 27-7 ' ; 
Birm: 
Nov. 17, 1937 33°2 86-7 36° 76°6 9-0 | 21:3 | 66°8 42:8 Bradi 
Nov. 24, 1937 35-4 83°6 36°3 76°2 8-6 | 20:9 | 67°5  43°4 
Brist< 
LONDON CLEARING BANKS (monthly averages) Hull 
Accept- . Call 
Deposits. ances, Cash. — _. Bills. — Advances. aot 
tees, etc. Cheques. | Money. Leice: 
£ mn. £ mn £ mn. mn, £mn. £ mn. £ mn £ ma, Liver, 
March, 1931 | 1,763-9 121°5 184-0 43- 5 114-1 240-4 311-1 9361 | 
» 1932  1,676-4 98-7 174-0 43-4 112-5 216-8 281-9 902:1 Manc. 
» 1934) 1830-6 | 112-8 | 218-9 | 43°5 120-4 202+1 547-1 | 753-0 Newc: 
» 1935 1,923-3 | 117-7 | 214-0 | 43-6 | 133-4 | 207-0 | 614-4 | 766°8 Tyr 
” 1936* 2,108-3 105-2 216-7 53-8 162-4 252-0 635-1 849-2 Nottir 
y 1937* 2,244-2 122-5 225°8 62-7 169-8 247-8 667-4 934-4 
Sheffix 
Sept., 1937* 2,286-8 | 114.5 237°6 56°5 161-9  280°6 | 640-9 | 973°7 
Oct., 1937* 2,512-4 | 116-0 | 233°9 | 59-2 164-6 | 296-1 | 639-0 | 963°8 





Includes the District Bank, — 
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LONDON BANKERS’ CLEARING HOUSE*RETURNS 





1936 to Nov. 25 
1937 to Nov. 24 
1936, Nov. (4 weeks) 
1937, Nov. (4 weeks) 


Town 
Clearing 


£ mn. 
38,782 


31,816 
27,834 
27,715 
30,740 
52,444 
35,039 


30,787 
33,305 
2,876 
2,806 


Metropolitan 


Clearing 


£ mn. 
1,812 


1,668 


1,610 


1,657 


1,760 


1,887 


2,040 


1,812 


1,950 


165 


162 


Country 
Clearing 


£ mn. 
2,964 


2,752 
2,668 
2,766 
2,984 
3,229 
3,538 
3,151 
3,438 

291 

303 


Total 


£ mn. 
43,558 


36,236 
32,112 


32,138 
35,484 
37,560 
40,617 


35,750 


38,693 


3,332 
3,271 


BANKERS’ PROVINCIAL CLEARING RETURNS 





Birmingham... 
Bradford 
Bristol 

Hull... 

Leeds 
Leicester 
Liverpool 
Manchester... 


Newcastle-on- 
Tyne 


Nottingham 
Sheffield 


Mar., 
1929 


£ mn. 


11-9 


5- 
5- 
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ma £ 0 
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uw 


Mar., 
1932 


£ mn. 
9-0 


3-4 
4-9 
0 


ao Ww Ww 
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wm 


Ww 


106-2 


Mar., 
1933 


£ 


n 
7 
3 

‘0 
2 
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‘1 
25-6 


42-1 
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o wo 


107-7 


Mar., 
1934 


= mn. 


1l- 


4-2 


5 ° 


117: 


3 


3o 


> Ww 


Mar., 
1935 


£ mn. 
9- 


~ 


uo 


tw 


Ww 


108- 


6 
‘8 
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> wa +} WwW 
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Mar., 
1936 


£ mn. 
10- 


4- 


wo 


7 
7 


uw 


Mar., 
1937 


£ mn. 
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LONDON AND NEW YORK MONEY RATES 





| 
| Bank 
| Rate 


Percent. Percent. Per cent. 


LONDON New Yor« 
Treasury Bills F.R.B. 
3 Months’ Short Re- Call Accept: 
Tender| Market Bank Bills | Loans a Money | ances 
Rate Rate | 


Percent. | Percent. | Percent. 
; 2 


Per cent. | Per cen, 
* 























End March, 1931 iy n-23 -2: 24 ; li 
on n» 1932 3k | 2,% lj 21-2} 2-3 3 24 24 
” nw» 1934 2 i? i ti 3-] li l } 
” ” 1935 2 + $-} + vst +1 1s 1 Yn 
» » 196 12 | 4 4 H-vte | #1 | t | s 
” ” 1937 2 4 } ve §-1 ls l v8 
Oct. 27th, 1937 | 2 + ; nis }-1 1 1 } 
Nov. 24th, 1937 | 2 S| pug }-1 1 1 } 
FOREIGN EXCHANGES 
London | ~«(1935 1936 1937 
a Nov. 27 | Nov. 25 | Oct.27 | Nov.3 | Nov. 10 | Nov. 17 | Nov.2 
New York— 
(a) Spot ... | 49314 4-89} 4°95.%5| 4-963 | 4-99}8 5-005, 5-00 
(6) 3months | 1,;,¢c.pm. | $ic.pm. | jic.pm.| $c. pm. | jic. pm. | jc. pm.| jc. pm. 
Montreal ... | 4°98 4-88; 4°95t | 4-96) | 4-99;) | 4-995 | © 4-994 
Paris— | | 
(a) Spot... | 7553's 105} 147} 1475 | 1474 147 1474; 
(6) 3 months |Fr.2,’, dis. | Fr.1} dis. | Fr.5jdis. | Fr.4 dis. | Fr.2}$ dis.) Fr.3 }3dis. Fr.2} dis. 
Berlin— y 
(a) Official ... | 12-27} 12-17} 12-33} | 12-344 | 12-37 12-373 | 12-37} 
(b) Registered | : | ld ae 
Marks | 473% dis. | 493% dis. | 50% dis. | 49% dis. | 483% dis. 48}°% dis. 48% dis. 
Amsterdam ... 7°29} 9-03 8-96 | 8-984) 9-02} 9-02} 8-99} 
Brussels | 29-21 28°964 29-34 | 29-32 29-394 29-38} | 29-39) 
Milan ... «it = 93 94} | 94% | 95 954 95 
Zurich ooo | 15°29 21-30} 21°48 | 21-50} 21-58 21-60} | 21-59} 
Stockholm | 19-39% 19-394 19-39} | 19-39% 19-39} 19-394 | 19-39) 
Madrid 36. 56}* 80* ;} 80* |} 80* 80* 80* 
Vienna... 26} 264 26h | 264 | 264 264 264 
Prague 119\’, 138} 1414 | 141} | 1424, 141j 142 
Buenos Aires— ; 
(a) Export ... 15 15 15 15 ; 15 15 15 
(b) Import... || 17-02 17 16-00 | 16-00 | 16-00 16:00 | 16-00 
(c) Free... |} 17-97 17-62 16°65 | 16-74 | 16-75 16-93 17-02 
Rio de Janeiro— | 
(a) Official ... 593710 55$500 568250 | 568250) 568700 — - 
(5) Free 893200 828900 863800 | 87$400 | 893500 843000 843500 
Valparaiso 125* 131}* 123-78* | 124-03* | 125-15* | 125-37* | 125-14* 
Bombay 184d. 18d. 183d. | 18}d. 18}d. 184d. 184d. 
Hong Kong 173d. 14jd. 15d. | 15d. 15d. 15d. 15d. 
Kobe ... 1/2 1/24, 1/2 | 1/2 1/2 1/2 1/2 
Shanghai 14,°,d. 144d. 14jd. | 144d. 14}d. 144d. 143d. 
Gold price 140s. lld.| 142s. ld. | 140s. 8d. | 140s. 7d.| 140s. 2d. | 139s. 10d. 140s. 1d, 
Silver price 29d 21,',.d. 19, 3d. 193d. 19} 3d. 193d. 19d. 





® Nominal. 





n.q. =No quotation, 
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PUBLIC REVENUE AND EXPENDITURE 


— | 1936-7 | 1937-8 
1933-4 | 1934-5 | 1935-6 | 1936-7 





to | to 
Nov. 28) Nov, 27 


REVENUE— £mn. | £ mn. 


£mn. | £mn. | £mn. | £ mn. 
Income Tax ons wee | 228-9 | 228-9 | 238-1 | 257-2 70-6 | 81-9 
Sur-Tax pee - oe | Sard 51-2 51-0 53-6 73 | 8-4 
Estate Duties... a coe | Bes 81-3 87-9 88-0 54-9 59-7 
Stamps ove ose ooo | 22°7 24-1 25-8 | 29-1 15-1 | 13-7 
Customs ses we -. | 179-2 | 185-1 | 196-6 | 211-3 | 140-7 | 148-5 
Excise in si .-» | 107-0 | 104-6 | 106-7 | 109-5 73-7 | 76-9 
Moter Vehicle Duties | 
(Exchequer Share) ove 5-2 5-1 5-0 5-3 11-1* 11-3 
Other Tax Revenue ... i 2-6 3-1 2-1 1:7 0-1 | O83 
Total Tax Revenue... .- | 683-5 | 683-4 | 713-2 | 755-7 | 373-5 | 400-7 
Post Office (Net Receipt) ...| 13-1 | 12-2 | 11-7 | 11-0 | 10-9 | 10-5 
Post Office Fund... ‘as -- — — 0-1 —_ | — 
Crown Lands _ ose 1-2 1-3 1-4 1-4 1:0 | 1-0 
Receipts from Sundry Loans 4-7 4-4 4-9 4-5 3-4 4+] 
Miscellaneous Receipts _.-. | 22-1 15-1 21-7 24-6 14°3 9-9 
Total Non-Tax Revenue oe | 4101 33-0 39-7 41-6 29-6 | 25-5 
Total Ordinary Revenue --- | 724°6 | 716-4 | 752-9 | 797-3 | 403-1 | 426-2 
Post Office ... ... «| 593 | 61-8 | 66-1 | 71-9 —- | — 
Road Fund ... cas oon | SoS 26-4 25°8 27-4 43-8 46-8 


Total Self-balancing Revenue... | 84-8 88-2 91-9 99-3 43-8 46-8 


EXPENDITURE— | | 
National Debt Interest eee | 212°9 211-6 211-5 210-9 143-6 | 146-5 
Payments to N. Ireland ace 6-6 6-8 7-2 8-0 42 | 46 
Other Cons. Fund Services... 4-1 3-6 5-7 3°2 15 | 2-0 
Post Office Fund ... ba — 2-3 1-1 0-4 eo i = 
Supply Services ore --- | 458-8 72-2 512-0 567-2 351-7* | 394-8 

Total Ordinary Expenditure ... | 682-4 | 696-5 | 737-5 | 789-7 | 501-4 | 547-9 

Sinking Fund ae 7-7 12-3 12-5 13-1 _ _ 
Payments to U.S. Govt. 3°3 _ —_ = 

— 

Self-balancing Expenditure 

(as per contra) i 84-8 | 88-2 | 91-9 | 99-3 | 43-8 | 46-8 





* Motor Vehicle Duties apportioned to Road Fund, treated as self-balancing in 1936-37 
now added to Revenue and Expenditure figures for purposes of comparison. 
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PRODUCTION 
(a) 
Coal Pig-Iron Steel = 
Tons mill. Tons thous. Tons thous, 
Total 1913 — nes - 287°4 10,260 7,664 E rl 
nc | 
» 1925 _ ‘ad a5 243-2 6,262 7,385 fee 
1929 te 257-9 7,589 9,636 ry 
1930 we le 243-9 6,192 7,326 ~ 
1931 ele 219-5 3,773 5,203 = 
1932 od On 208-7 3,574 5,261 Sei 
1933 ies a ai 207-1 4,136 7,024 Ss 
1934 one -_ _ 221-0 5,969 8,850 —— 
1935 -— - - 222-9 6,426 9,842 (b) 
» 1936 an ; . 228°5 7,686 11,705 — 
Total to Oct., 1936 - oma 168-7 5,701 8,624 
Total to Oct., 1937 sei = 198-8 6,951 10,682 
Numi 
BOARD OF TRADE PRODUCTION INDEX NUMBER 
(1930 = 100) Whol 
| Teme 
Complete Year 1936 1937 
Norm 
em 
1935. 1936. 3rd Qr. 4th Qr. Ist Qr. 2nd Qr.' 3rd Qr. Total 
ota 
Mines and Quarries ... _ 91:7 94-4) 89-7 99:0) 99:4 100°5 95-6 
Iron and Steel oe --» 125-6 150-1 | 149-1 155-6 | 158-1 | 165-6 | 165°5 
Non-Ferrous Metals ... --- | 137-3 143-8 | 145-3 154-0 | 154-4 | 166°7 | 173-7 
Engineering and Shipbuilding 105-1 123-3 | 121-7 132-4 | 136-4 138-2 1312 
Building Materials and Building 147-0 | 157-1 | 164-7 157-3 | 148-5 155°9 1616 | 
Textiles - a .-- | 119-1 | 126-4 | 123-2 130-2 | 130-1) 135-1 | 127°1 dion 
teat 
Chemicals, Oils, etc. ... «» | 112-0 | 115-4 | 111-2 | 120-6 | 121-8 | 125-9 122'5 — 
ast 
Leather and Boots and Shoes 116-0 | 120-7 | 116-4 119-6 | 120-6 | 121-3 | 117°7 — 
cot 
Food, Drink and Tobacco ... | 107-6 | 114-5 | 115-2 121-2 | 111-2 | 124-9 121-9 Southe 
Total . 
Total* ... — “e | 113-6 | 124-6 | 122-5 132-2 | 131-7 | 135-4 131-2 —— 
* The 





* Includes paper and printing, gas and electricity, rubber, cement and tiles. 





UNEMPLOYMENT 











— (a) Percentage of Insured Workers 
Date 1929 1930 1931 1932 1934 1935 1936 1937 
End of— 

January 12-3 12-4 21:5 22-4 18-6 17-6 16-2 12-4 
February 12-1 12-9 21°17 22-0 18-] 17°5 15-3 12-0 

| March 10-0 13+7 21-5 20:8 17-2 | 16:4 4-2 11-6 
April 98 142 209 21-4 166 156 | 136 105 
May 9-7 15-0 20-8 22:1 16-2 15-5 12-8 10-7 
June 9-6 15-4 21-2 | 22-2 164 15-4 | 12:8 10-0 

| July 9-7 16-7 22;0 22-8 16°7 15-3 12-4 10-1 
August 9-9 17-1 22-0 23-0 16°5 14-9 12-0 9-9 
September 10-0 17°6 22°6 22-8 16-1 15-0 12-1 97° 
October 10-3 18-7 21-9 21-9 16°35 14°5 12-0 10-2* 
November 10-9 19-] 21-4 22-2 16°3 14-5 2:0 
December 11-0 20-2 20°9 21:7 16-0 14-1 12-0 





* New Basis. 


| (b) Actual Numbers Employed and Unemployed (in thousands) 





Mar., Mar., Mar., 


Mar., 


Oct., Mar., 


Aug., | Sept.,; Oct., 


1932 1934 1935 1936 1936 1937 1937 | 1937 | 1937 
= Number employed . 9,549. 10,058 10,200 10,689 11,141 11,310 11,672 11,706 |11,659 
Wholly unemployed 2,129 1,814 |1,727 1,551 1,343 1,350 1,081 | 1,081 | 1,158 
a Temporarily stopped... | 427 | 317: 324 240 196 170) 209) 195! 180 
] 
|} Normally in casual 
employment... . 104 94 92 88 75 76 67 58 57 
f. : . 
Q Total unemployed ... 2,660 2,225 2,143 1,879 1,614 1,576 1,357 (1,334 |1,395 





6 RAILWAY TRAFF 


IC 


RECEIPTS 





Aggregate for 47 weeks 





? | N ) Nov. 28, 19 19 1937 
oh a. Good A. . Goods B... Goods sais Goods 
L-6 
= ‘ A & mn £ £ £ ma £ ma £ mn. £ mn 
i+] 
Great Western 0-7 1-3 0-7 1-3 10-0 13°8 10-3 14:8 
«5 London & North 
Eastern* ... wee 1-1 2-4 1-1 2°6 15-3 26°5 16:0 | 27-8 
1-7 London Midland & 
Scottish ... en 1°6 3-1 1-7 33 5 34-0 24-4 35°4 
1-9 Southern ‘ ona 1-0 0-4 1-0 0-4 14-6 4-4 15-3 4-4 
Total ... _ ne 4-4 7-2 4-5 7:6 63°4 78°7 66:0 82-4 
1-2 
aoe * The London & North Eastern Railway Returns are made up a day earlier each week 





than the other lines. 








Change in value since same date in 


RETAIL TRADE 
(from the Board of Trade Journal) 


previous year 





Oct Oct., Oct., 
1934 1935 1936 
By CATEGORIES: Great Britain 
Total 7-4 7°4 
Food and Perishables 8 10-2 + 6°4 
Other Merchandise hich 
Piece-goods* 7 2 4-3 
(i) Household G ] 2 7°3 
(ii) Dress Materials 3-3 0-9 + 2°] 
Women’s Wear* 2-9 4-4 } } 
fi) Fashion Departments .. L 5-4 + 5-2 11-4 
(ii) Girls’ and Children’s Wear 2-3 4-7 11°5 
(iii) Fancy Drapery 1-4 4-0 + 4:9 
Men's and Boys’ Wear 4-3 +10°3 +11-2 
Boots and Shoes 9-2 6:9 6°4 
Furnishing Department + 4°3 1-7 +1l-3 
Hardware + 37 0-7 6-9 
Fancy Goods 2-1 + 3-6 8°5 
Sports and Travel + 1-6 + 5°6 0-8 
Miscellaneous and Unallocated 5-2 11-0 5°7 
By AREAS— 
All Categories— 
Scotland + 3:9 + 5-1 5°5 
North-East _ _ - 
North-West . — _ _ 
Midlands & South Wales - a - 
South of England 2°8 +10-2 8-4 
London, Central & West End + 2-9 + 2-0 + 6°7 
London, Suburban +46 +89 + 83 


Sept., 


1Qt" 


+13°$ 


~ 


oo 


nw 
~ 


+ 8-0 


+ 46 











* Including some goods which cannot be allocated to sub-headings. 
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| Imports Exports 
Yet, Date age Ma tai. 
— Manu- Manu- 
: Food Materials factured tal Food svete factured Total 
a | as came ms 
: | thly Average— €mn. | £mn. | £ mn £ mn. £ ma. £ mn £ mn. £ mn. 
ag | Magy Aveeee™ | 4a-6| 28-3| 27-9 101-7| 4-6| 6-6| 47-8| 60-8 
1930 39-6 20-9! 25-6| 87:0) 53/| 5:3) 36-7! 47-6 
8-9 1931 34-7 14-4 21-8 71-8 3-0 3-9 24-3 32-6 
| 1932 31-1 13-7 13-1 58-5 2-7 3-6 23-0 30-4 
1933 a 28-3 5-0 12-6 56-3 2-4 3°8 23-4 30-6 
a 1934 ; “a 28-9 17-5 14-3 61-0 2°5 4-0 25-4 33-0 
a 1935 ae iv 29-6 17-7 15-4 63-0 2-6 4-4 27-4 35:5 
2-9 1936 sini oe 31-9 20-7 17-7 70-7 3-0 4-3 28-4 36-7 
0-2 October, 1936 38°9 21-5 19-8 80.5 3°6 4-8 32-2 41-8 
October, 1937 ies 43-2 27°9 24-4 96-1 3: 5°8 36°7 47-2 
18 
SOME LEADING IMPORTS 
1+] 
8 Iron Ore Hides Iron and 
O'S Da Rav Raw 7 my Wood . 1 
_— Wheat FA Come Wa — Pulp sues Mavu- 
4.9 actures 
5-8 . (thous (thous. (thous. as 
8 (thous (thous entals of centals thous (thous. ntals of ous. 
Monthly Average— cwts.) tons) | bs.) i D Ibs ) ‘com ) tons) 00 ibs ) ‘a 
6.9 92 ie ooo | Ble 480 1,283 678 98 137 330 235 
we 1930 _— oes | eee 363 1,011 652 108 128 326 243 
1.4 1931 _ w- | 9,952 185 989 707 106 122 237 237 
; 1932 . --- | 8,803 159 1,048 765 105 153 176 133 
1-5 1933 ‘ ~~ | Sa 234 1,169 793 120 162 189 81 
1934 en oe | O55 392 1,052 657 116 187 395 114 
4:] 1935 wi -. | 8,435 415 1,060 720 141 185 325 96 
1936 =: ... | 8,401 587 1,289 762 157 307 116 124 
2-4 October, 1936 .. | 8873} 554 | 1,438 512 162 | 206 101 101 
= October, 1937 woe | 8,774 671 1,683 507 177 169 338 221 
SOME LEADING EXPORTS 
I 
—_ ron | Machin-| Cotton | SO" | wool lo 
61 Date Coal ~ ery , Yarns now T ny —_ oy 
68 - 7 
hous. thous hous. (mil (mill. thous. thous. 
5+] Monthly Average— - —) tons) mo) ibs.) Sq. yds ) = ~ ) . . yds.) (number) 
1929. | 5,022 | 365 47 11:8! 306 | $,016| 3,490, 1.991 
8-0 1930 - ooo | 4,573 263 40 ll-] 201 6,587 | 2,893 | 1,602 
1931 és oe | Gee 165 27 11-4 143 4,694 2,479 1,429 
6:2 1932 , cco | Gen 157 25 13-9 183 4,461 | 2,358 | 2,246 
1933 ‘ a ,»256 160 23 15-8 169 5,110 2,741 | 2,821 
5-6 1934 rn coe | Geaue 188 28 10-9 166 5,745 | 2,772 | 2.904 
1935 RS ooo | eae 193 2 11-8 162 5,934 3,205 | 3,659 
4-6 1936 an o- | 2,878 184 32 12-6 160 6,523 3,304 | 4,268 
—— October,1936 ...| 3,22 194 | 33 | 13-0 178 | 6,209| 2,990) 4,826 
October, 1937 3,885 207 41 13-0 154 6,085 | 3,255 | 4,348 
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PRICES 
WHOLESALE PRICES 


Index Number (Sept. 16th, 1931 = 100) 





——— 


Date 


U.S.A, France Italy Germany 


146-0 

103- 
93- 
86- 
84-2 
97-2 

112: 


141- 
105- 
92: 
87- 
83- 
78° 
90. 


Average 1929 ... , 50- 139: 
1931 ... ‘ 7 103- 
1932 ... sa 89- 
1933 ... f 93- 
1934 ... : “é 111: 
1935 ... . ; 120: 


1936 . ‘ 2 121: 


— Ee 


> Oe GW oe 
sesaesh 
Onea3abd- 


OPK AO UW 


| 


102: 
106: 
138: 


133 


End Oct. 1936 , 120° 122: 
Nov., 1936 23°‘ 124- 

, Oct., 1937 a 127- 
Nov., 1937 127-53 123: 


141-4 
143.2 


“OU 
we oe 
SLES 
onwwo 





Sources: U.K., “ Financial Times’’; U.S.A., Irving Fisher; France, Statistique 
Générale; Italy, Italian Chamber of Commerce; Germany, Statistiche Reichsamt. 


2. RETAIL PRICES (cost of living) 


Rent Fuel Other All 
Date Food (including Clothing and Items Items 
Light included included 





End of 1929 2 57 2 115 7 
1931 : 3 ‘ 90 75 
1932 : 3 55 85 70-75 
1933 ond 56 85 70-75 
1934 an rs ; 85-90 70-75 
1935 ~ 5 85 75 
1936 _ 4 § 90-95 75-80 


End Oct., 1936... 36 ; 90 75 
» Sept., 1937... +3 59 105-110 80 
» Oct., 1937... 46 5! 110 80 





The figures represent the percentage increase above July, 1914, which is equal to 100, 


3. COMMODITY PRICES (average for month) 





Wheat Sugar Cotton Wool Pig-Iron, Tin, Rubber 
. N ! Centrifugals American 64's Cleveland Standard Plantation 
. U.K Middling tops avge. No. 3. Cash Sheet 
cwr. per ib. per ib per ton per ton F 

d. ; d. $ d. £ 
0} 10-2 38} 70 44 20338 
4a 3 58 7 
. 58 6 
62 3 
66 103 
67 10 
73 #0 


b 


ave 
M4 


o 


Average 1929 ... 
BGSR ccc 
 -*- 
1933 ... 
1934 ... 
1935 ... 
1936 ... 


PPM 


75 


Nov., 1936 
Oct., 1937 
Nov., 1937 


Ons. 























